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Relative Strength of the Pound and the Dollar 

By R. G. Hawtrey 

T he terms strong or “ weak" applied to a nioncy unit are metaphorical, and 
the conceptions which they represent arc far from simple. Yet they arc freely 
usedi ill practical alfairs, and the best way to elucidate their meaning is to examine 
how they are and have been applied. I’lie strength ot'thc pound sterling in the period 
preceding 1914 has become proverbial. 'Hie strength of the dollar since 1939 has been 
universally recognised. 

The money market crisis which accompanied the outbreak of war in August, 1914, 
revealed a cross section of the very complex linancial processes then in operation. It was 
the era of the world-wide fame of the bill on London. 

In the 18th century the practice grew- up of exporters obtaining payment from 
impotiers by drawing bills upon them. An cxpoilcr however does not want to lie up 
his money f(»r three or six months wTtiling for the maturity of a bill ; he wants to have it 
available for frcsli business as soon as his goods are disposed of. He needs some 
mechanism for getting bills on I’orcign centres discounted. A banker w'ho buys a bill 
on a foreign centre must have a correspondent or agent at the foreign centre to present 
the bill, iirsl lor acceptance, and then for payment. International banking business 
grew' out of international mercantile business. 

It was worth while for a big merchant to set up the requisite agencies for handling 
bills in the countries he traded with, and it w’as convenient for smaller merchants to 
obtain facilities through him for dealing with their bills. British merchants had long 
held an important position in the w'orld’s trade, and in the nineteenth century British 
colonial expansion, British sea-power and British manufacturi?ig enterprise combined 
to give them a conspicuous predominance. A very large part of the materials and 
foodstulfs entering into inlcmaiional trade were sold in British markets, either for con- 
sumption in Great Britain or for re-export elsewhere. And goods destined for importa- 
tion into foreign countries, without ever passing through British hands, could be financed 
through London, provided the importers were in business relations with I.ondon mer- 
chant bankers or btaiks. The exporter would draw a bill on T.ondon instead of on the 
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importer, and the importer would agree with the I.ondon acceptor to provide the money 
to pay oir the bill at maturity. 

The London money maikct was often described as the clearing house of international 
trade. But a clearing house is no more than an administrative mechanism. I'he func- 
tion of London in international trade was more fundamental. Sterling bills had become 
a convenient medium of credit and payment because the leading commodity markets 
of the world were in Great Britain. Cioods were priced in pounds sterling, and bargains 
concluded and valuations made by importers and exporters in other countries were in 
terms of pounds sterling. Lvery country' had its own markets in whatever goods it 
exported or imported, but the British markets were relied on to absorb any uncovered 
residue of purchases or sales in other markets at a competitive price. Merchandise 
could be reckoned on as potential sterling, and afforded collateral for a sterling liability. 

l^xporters all over the world were constantly acquiring sterling m tlic form of bills 
on London, and importers all over the world needed sterling, some to pay British exporters, 
others to meet maturities of bills accepted in London on their behalf There was at all 
times a vast pool of sterling, composed of the current balances of those who had sterling 
payments to make, and forming the basis of the foreign exchange markets of the world. 

The international functions of the pound sterling essentially required it to be a stable 
medium, a requirement sufliciently fulfilled by the gold standard. I'he wealth value 
of gold was not perfectly stable ; it was tied to the pound sterling by the gold parity or 
coinage price, and it became the business of the Bank of lingland so to regulate credit 
that the world’s demand for monetary gold would always leave a sufficient amount in 
reserve to ensure the convertibility of sterling at the prescribed parity. Iductuatioiis 
in the wealth value of sterling (and therefore of gold) were kept within limits. 

The pool of sterling was always being drawn upon to meet the maturing bills and 
other sterling obligations due from abroad, and was replei.isl jd by fresh borrowing. 
The Bank of England, when taced with a loss vif gold, would give the signal by a rise of 
Bank rate for a general restriction of lending by London. An excess of repayments over 
new lending took shape in a favourable balance and an inflow^ of gold. 

The most notable evidence of the strength of sterling was the small amount of gold 
reserve with w^hich the Bank of England was able to carry on. 

The foundation of the system was the mercantile community, though undoubtedly 
the predominance of British manufacturing power from the outset of the industrial 
revolution up to about 1870 had been a powerful contributory factor. British external 
investment, which in 1914 was adding more than ever to a vast accumulated total, was 
both a symptom and a source of strength. 

All this time the United States dollar was functioning as the monetary medium of a 
rapidly growing community, engaged in vigorously developing the resources of a 
marvellously endowed continent. The dollar was the medium of payment for American 
products, and there were of course organised markets in ^’vnortablc products in the 
United States. But these markets were no more than fc .. of the world markets, 
which, being concentrated in Great Britain, made world \ rices in terms of sterling. 

Moreover the financial and monetary institutions of the United States reflected the 
subordinate position of American markets. Till 1914 there was no American central 
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bank or equivalent institution to regulate credit. From time to time over-expansion 
brought shortage ot cash reserves, and acute fmanciai crises paralysed the banking 
system. When the greenback period was ibllowed by the free silver agitation, there 
could be no conlidence in the maintenance of the gold value of the dollar. 

It would not be true to say that the dollar was a weak currency (especially after 1900) 
but it had no better claims than those of continental Europe to be a rival of sterling. 

The first Worhi War brought a cliangc. 'Ehe year 1919 saw sterling divorced from 
gold and substantially depreciated. The United States, tirst as a neutral, then as the 
principal supplier of its co-helligcrents, had absorbed most ol‘ the gold which issues 
of paper currency displaced from circulation in (ireat Hritain and luirope. fhe violent 
alternations of inflation and deflation whicn f(»liowed left the United Stales with a dis- 
proportionate holding of the world's supply of monetary gold. 'J'hat condition continued 
after the general restoration of the gold standard in i925-S, and indeed ever since. 
The Ecdcral Reserve sysl 'm had equipped the United Slates with the credh mechanism 
of a central bank, and this mechanism was supported by a more than ample goKl reserve. 
An attempt was made to acclimatise in New York an inuiaiion i>f the London credit 
apparatus, with its discount market, acccjUanccs and Bank rale But without the 
support of a community of highly developed international markels, such as hail long 
flourished in (ireat Britain, it failed to take root or to acquire vitality. 

The monciary confusion w hich prevailed in the years 1919 to 1925 caused a serious 
set-back to the London credit system. A trader who is irnpoiling goods has to sell 
them for the money of his own country, but his calculations would not be seriously upset 
by fluctuations in the slcding equivalent of the money unit, so long as the sterling prices 
of the goods were accepted as the basis of market quotaiions in the importing country. 
But, when sterling prices became the sport of monetary disturbance'^ in (ireat Britain 
itself, as in the inflation r> rise of 1919-20 and the deflationary collapse of prices in 
1920-22, there was no lo iger any reason to prefer pricing in sterling to pricing in other 
money units. 

'Ehc restoration of the gold standard in (ireat Britain and in most of the rest of the 
world in the years 1925-8 removed this obstacle from the functioning of London as 
an international centre. But the crises of 1929-31 brought the gold standard once more 
lo shipvvreck. 

'Lhc pressure of deflation in the Lhiitcd States and (Ireat Britain caused a heavy 
fall in prices reckoned in gold. In every" country that adhered to the gold standard 
prices became unremunc**aiive ; bankruptcies, bank suspensions, unemployment 
supervened. 'Ehc suspens.^m of the gold standard in (Ireat Britain and many other 
countries in 1931 was followed by the same step in the United Slates in 1933. But the 
result w'as not to weaken either the pound or the dollar. The fall in prices had really 
meant a rise in the w"calth-valuc of gold. When the pound and the dollar cut loose 
from gold, British prices and American prices recovered in some degree, and these money 
units may be said to hir :n less unstable than gold. 

Great Britain's suspcnsiun of the gold standard in 1931 may be regarded as the true 
origin of the sterling area. TVie sterling area was composed of those countries which 
had been accustomed to hol8 heir monetary reserves in the form of sterling securities 
and sterling balances in London, w5lh or without some gold, and which, when sterling 
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parted company with gold^ decided to maintain sterling reserves in preference to gold 
reserves. Their money units were not irrevocably tied to fixed sterling parities, but in 
practice they tended to follow sterling, and for them the credit machinery based on 
London could still operate. 

In the world outside the United States and the sterling area the extreme depression 
of the nineteen-thirties induced a general resort to import restrictions or exchange controls 
or both. Under the influence of these restraints and of political uncertainties, a mass of 
fugitive money took refuge in London and New York. The British and American gold 
reserves grew rapidly, the British rising from 38^ million ounces in 1931 to 120 million 
in March, 1938. 

But the successive crises in which Hitler involved F.urope from then till the outbreak 
of war in September, 1939, soon tlisqualilied London as a refuge. Half the accumulation 
of gold departed. I'he rate of exchange fell from $5 to .S4.68, and at the outbreak of 
war was reduced lo 84.03. 

The adoption of exchange control throughout the sterling area in September, 1939, 
definitely placed tlie pound sterling for the time among the weak currencies. 

Upon the well worn theme of the inflationary cflects of war fliKmce it is not necessary 
to dwell. In both (ireat 13riiain and the United States \'ast sums had to be raised by 
borrowing from the banks, and therefore by adding to the supply of money, and price 
controls, along with ratioifing and other controls restricting expenditure, were relied 
on to prevent the additional money from depleting supplies and driving up prices. 

'Lhe policy of suppressing inflation by controls met with partial success. When the 
war came to an end, the wage-le\'el in Great Britain had risen by about 50 per cent., an 
increase that is to be counted as moderate in relation to tlie vast mass of loose money 
created during the war. But this money was still there. People had been prevented 
from spending, but they had in hand money equivalent to the arrears of spending which 
had been forced upon them : not only currency and bank deposits, but Government 
securities, lor the most part of short or medium term, which were readily realisable. 

This accumulated spending power was additional to the current spending power 
generated by production ; any portion of it let loose would either have to be satisfied 
with some supplies other than iJiosc of current production, that is to say, from stocks of 
goods, or from imports, or would be absorbed in a rise of prices, and suppressed inflation 
would make way lor active inflation after all. 

So long as controls prevented the rise of prices, tlie pressure of demand on supplies 
was so much the greater. Other wartime controls wx'rc therefore continued in order lo 
restrict spending. Rationing and the licensing of capital outlay only covered a part 
of the ground. For the rest supplies for home consumption w’crc limited, partly by the 
export drive whicli required manufacturers, as a condition of receiving the materials 
they needed, to export a specified part of their output ; partly by quantitative restriction 
of imports. The limitation of supplies intensified the demand for so much as was 
available. And producers, loaded up with orders beyond their productive capacity, 
w^ere involved in longer and longer delay in delivery of goods ordered. 

Till the summer of 1946 the United States was pursuing the same policy of sup- 
pressing inflation by controls. But in that year price controls were abandoned. The 
American price level and wage level thereupon entered upon a process of adjustment 
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to the supply of money. Suppressed inflation made way for active inflation^ but active 
inflation (apart from fresh creations of money) reached its limit. The process occupied 
two years. By August, 1948, it was completed, iuid for the time being there was no 
further inflationary tendency in the United States. American iiidubtiv was 110 loilgcr 
over-loaded with orders. 

At that time the world depended mainly on British and American industry as 
exporters of manufactured goods. Germany tmd Japan were still prostrate, and the 
recovery of the otlicr industrial nations was incomplete. Pounds and dollars were the 
mcims of purchasing British and American producis. But the pound laboured under 
the disadvantage that British manufacturers, il' willing to take additional orders at all, 
could only promise delivery at distant dates, while American manufacturers, being under- 
employed, could take any orders olfering and could guarantee prompt delivery. 

Along with the accumulation of loose money by which demand was intcnsihetl at 
home, inliai ionary linancc had also generated a portentous amount of externally hold 
sterling, which the holders had received by way of ]’*aymenl for goods delivered or 
services rendered durijig the war, and which they had not had opportunities to spend. 
To hold up this accumulated spending power, exchange control was continued in force. 

Hxchange control allowed the sterling balances held in a connlrv outsiik: the sterling 
area and the dollar area only to he spent on that count ty’s ciirrcm payments to the 
sterling area fon imports, etc.). Sterling balances held in the stcrliiig area could only 
be spent outside the sicrling area on permitted imports or other permitted purposes. 

Exchange control was originally imposed in 1039 to preserve British monetary 
reserves and external assets from being dissipated on ohjccts n^hcr tlian the war ellbri. 
Import restrictions limited payments for goaxis, and cxciiangc control supplemented 
them by restricting external pavmcnts for all other purjx>scs. '[‘he externally lield sterling 
bahitices were composed of Britisli wartime disbursements which were thus tied up. 

When the war was over, the accumulations of sterling, whether held in Great 
Britain, in the rest of the sterling area or abroad, could not he freed from control. Apart 
from the small fraction of it which British slocks and l^ritish productive capacity could 
satisfy, the }'»ressure to spend would have been directed abroad ; British inonetar'' reserves 
w^ouJd have been exhausted in a moment, and Ihe foreign exchange market would have 
collapsed. 

'rhe external resources w’hicli exchange control had been instituted to preserve 
had been long ago used up, and in their place tlie war had left this ibmiidable external 
liability, a huge floating indebtedness reckoned in sievling. 

I have referred to exchange control as placing sterling among tlic weak currencies. 
Economic weakness consists not in impoverishment itself, but in an insutliciency of a 
country’s resources for the policies or undertakings imposed on it. 'fhe w'cakness of 
sterling has been due to too much spending — the excess demand, which has overloaded 
British industry with orders and involved exporters in long-delayed deliveries, and which 
has constantly tended to attract excess imports and cause an adverse balance of payments. 

The excess spending has only been possible because people have had the money to 
spend, money, that is, in excess of the essential working balances which Uicy w^ould need 
if they were spending no more than their current incomes. 
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In the United ^States superfluous money had been allowed to work its full effect in 
raising prices. By 1949 the flow of money had so expanded that the quantity of money 
was little if at all in excess of working balances. The British price level had not been 
unaffected by the rise in the American price level, but the rise had been much less than 
in proportion. The over-employment due to redundant money was still operative, and 
dollars were everywhere preferred to pounds because American manufacturers could 
promise prompt deliveries. 

It was in virtue of the preference so caused that the dollar was reputed strong and 
the pound weak, 'fhere were pcoj'^le all over the world, who held sterling and who were 
anxious to use their money to procure goods. If they spent it in the form of sterling on 
British products tliey w’ould have to w^ait ; if they could convert it into dollars, and 
spend it on American products, they could hope for early supplies. 

It w as because sterling w as subject to this w^eakness that the continuance of exchange 
control was necessary. Without it holders of sterling w^ould have shown tJieir preference 
by transforming all the sterling they could spare into dollars. 

'Ihc devaluation of 1949 w'as due to a misconception. 'The weakness of sterling 
we.s siipi'osed to be due to high costs of production in the British export industries. In 
reality the weakness w as due to the over-employment of the export industries. Relatively 
to the demand in export markets costs w'ere rather too low than too high. Oevaluation 
aggravated the trouble, since it made the demand expressed in foreign money units fso 
far as they w ere not also devalued) all the greater in terms of sterling. But devaluation 
was not without its advantages. It reduced at a stroke by 30 per cent, the goUl or dollar 
value of the externally held sterling balances. And it set in motion a new inflationary 
tendency which might be expected eventually to correct the disparity between the flow 
of money and the stock of money, following the exanq^le set by the United States in the 
years 1946-8. The flow of money in Great Britain, as measured by the gross national 
product, has risen by 35 ]^er cent, since 1949. 

While the remnant of wai-time controls (except exchange control) has been coming 
to an end, the expansion of the flow* of money has been rci.irded by the prevailing view 
that incieases of wages are contrary to public policy. d\) give full clfect to devaluation 
as a factor expanding the flow ol' money, an increase of values expressed in money by 
44 per cent, would have been required, rhe actual increase in the w-age-level since 1949 
has been only 27.'. per cent. But after 1949 there w as a resumption of inflation in the 
United States and the rise in the w’age level and price level in Great Britain w^as very 
little more than was necessary to keep pace waih the rise in the United States. 

So even now the pound remains heavily undervalued in terms of the dollar. 'I'hc 
policy of suppressed inflation, though no longer enforced by formal price controls, is 
still at w'ork. 

The progress of inflation in the United States is marked every now and then by a 
pause. Such a pa ise became the occasion for the British devaluation in 1949. Another 
pause has occurred during the past six months. 

The demand for materials for use in American industry forms a very large propor- 
tion of the world demand, so that a set-back in American industrial activity causes a 
substantial falling-olf in the w’orld demand for materials. A great part of the exports 
of the oversea sterling area consists of materials, such as rubber, tin, wool, jute, etc., and 
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a decline in the American demand for these has an adverse effect on the sterling area’s 
balance of payments. In 1949 this was felt as a serious embarrassment of the British 
monetary position, and became the occasion of devaluation. In 1954 the oversea 
sterling area, having enjoyed exceptional prosperity ir 1950-1 from the abnormally 
high prices of materials, has been able to exercise suUicicnt control over its imports to 
avoid a repetition of the trouble of 1949 when the proceeds of its exports fell Otf. 

For Great Britain itself, apart from the rest of the sterling area, the fall in prices of 
materials has been a source of strength. It has meant favourable terms of trade. 'Fhe 
immediate impact of devaluation on the balance of payments was adverse, because it 
caused British exports to be sold too cheap : the terms of trade became iinlavoii table, 
'fhis tendency was accentuated by the rise m prices of materials following on the outbreak 
t)f the Korean War. 'Fhe subsequent fall in the prices of materials has for the moment 
brought back the terms of trade nearly to the ratio prevailing before devaluation. 

A favourable balance of payments has resulted, and British monetary reserves have 
been increasing. 'I’he favourable tendency has latterly been hel]K‘d by a speculative 
movement in favour of sterling. Sterling has become stronger, but it would not be safe 
to conclude that the lime has come to make sterling freely convertible into dollars. The 
over-employment of British industry still persists. Unemployment is at an abnormally 
low level, and complaints continue to be heard of delay in deliveries, ami ot the loss 
of export orders because manufacturers already have loo much work in hand. 4'hc same 
American recession that cheapens materials and favours our terms of trade makes for the 
prompt execution of export orders by under-employed American manulacturcrs. 
American competition, along with the revival of Cierman and Japanese export trade, 
might be expected eventually to diminish the pressure of demand upon the British 
exporters. But the devaluation of sterling still makes British costs abnormally low. 

It is a paradox that the low costs and competitive advantage ol British exporters 
actually work to the disadvantage of sterling. Rut, once low costs have brought about 
full employment, the com|'‘ctitivc advantage is exhausted. The pound is weak because it 
docs not buy such ready supplies as the dollar. 'The weakness can be remedied cither 
by an expansion of the How of money or by a contraction ol the volume ot money. 

The expansion of the flow of money might theoretically be brouglit about by a general 
rise of prices, without any eorresponding rise of wages. But so tar as manufactures 
arc coneerned, the prices quoted by the manutaciurcrs are ordinarily based on costs 
plus a reasonable or conventional margin of protit, so tha' any lag in the rise ol wages is 
reflected in prices, '[’he disequilibrium that has to be corrected is due to a low wage- 
level, low relatively to foreign costs of production, and low relatively to the volume of 
demand from at home and abroad. The ollicial view of wage policy appears to ignore 
this aspect altogether : it discourages all increases ol wages, partly through a misguided 
fear that the costs of the export industries arc becoming too high ; partly because the 
resulting rise of prices has undesirable social repercussions. Yet the devalued rate of 
exchange commits us to the rise of the price level. And the weakness of the balance ot 
payments is due not to high costs but to abnormally low costs. 

Does this mean that the* way should be opened to a more rapid rise of w'ages ? 
No. For there is the alternative of a monetaiy contraction. 'Fhc principal instrument 
of monetary contraction is tight credit. It is through bank advances that money is 
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generated, and, if borrowing from the banks is discouraged, less money is created. The 
volume of money can be diminished by a reduction in bank advances, and when Bank 
rate was put up to 4 per cent, in March, 1952, there ensued a decline of bank advances 
from £1,946 million to £15798 million a year later. Unfortunately the financial burden 
of rearmament started a renewal of inflation, and the reduction of advances was more than 
offset by increased holdings of Treasury bills and (lovemmcnt securities, so that bank 
deposits have actually been increasing. An essential condition of a monetary contraction 
is a cessation of inflationary Government finance. Not that heavier taxation is necessarily 
required, but funds required for the capital outlay of public authorities should be raised 
by the issue of securities which appeal to the invcNtor, not such as to be taken up by the 
banks. 

Given that prerequisite, a monetary contraction, enforced by light credit, could put 
an end to the overspending which is the true cause of the weakness of sterling. Spending 
in excess of income presupposes a supply of money, either accumulated balances or 
new money created by the banks. 11' the supply of money is sufficiently restricted, 
the overspending will be checked, and the excessive demand whicii causes the over** 
cm.ployment of industry will be relaxed. 

What is required is to eliminate the excess supply of money. But it is not to be 
supposed that the efficacy of tight credit is deduced from the quantity theory of money. 
A decrease in the quantity of money does not necessarily cause a ’proportional decrease 
in the flow of money and the price Icvei. But light credit operates directly on the 
moli\'es of those contemplating the purchase of goods with borrow’cd money. It hrst 
causes a decline in the orders given for new supplies ol' goods, and the contraction in 
the actual quantity of money is a. consequence of the diminished amount of borrowing. 

It is overspending that causes an adverse balance of payments. Overspending t)nce 
stopped, it will no longer be necessary to support the balance of payments by import 
restrictions. And exchange control, since it is only needed to supplement import 
restrictions, could be dispensed with. If dollars no longer gave access to more ready 
supplies than pounds, precautions against a flight from pounds to dollars would no longer 
be necessary. 

If the pound is to remain undervalued, a monetary contraction will not prevent the 
further rir.e of wages and prices. Undcr-val nation exaggerates the sterling equivalent 
of a given foreign demand, and leads the exporting industries to compete for labour in 
order to extend their output. Wage demands are pressed and conceded because cm' 
ployers can aff ord to allow them. But the monetary contraction, even if it fails to prevent 
the rise of wages and prices in conformity with the rate of exchange, will prevent the 
overspending at home, which causes an adverse balance of payments ; it will eliminate 
the weakness of sterling. 

I’he dollar wii!, no doubt, continue to be the equivalent of gold, for the American 
gold reserve ol' 20,000 tons is practically inexhaustible. But the dollar is a unit of 
fluctuating wealth-value, and carries gold with it in its vagaries. It would be possible 
by a suitable credit policy to make the pound sterling a pre-eminently stable unit, better 
fitted than ever to tullil its time-honoured function as an international money. 

The British mercantile enterprise, with all its experience and skill, is ready to play 
its part, and the great British commodity markets are being restored to activity. 
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A Commodity-Based Currency 

By Colin Clark 

W B do not know who were the makers of our juoverbs, or at what remote date 
they li\ cd. But they must have been unusual men, of vivid imagination. 
Some of the strangest of Breughel’s paintings show Menhsli peasants 
illustrating by their extraordinary actions all the principal proverbs of their language, 
whicii are very similar to ours. But the man who thought about the proverb on killing 
two birds with one stone ” must have had the oddest imagination of any of them. 

'I’o go beyond onr proverb-making ajiccstor, and to say that we now have a prospect 
of killing three birds with one stone, sounds too good to be true. Bui, tor once, it really 
does appear to be the case that three of the most intractable jHilitico-cconouiic problems 
facing the modent world could be dealt with by a single action. 

Now let us describe the three birds, and then the one stone. 

'Hie first problem which worries not only the Americans, but also rhe whole of the 
free world, is the threat of recession and unemployment, hven a slight fail of employ - 
ment and business activily in U.S.A. from the high level of 1050~10S3 is causing grcni 
anxiety. It is Jio use lolling j^eople that those were the years of highest American 
business activity ever recorded, ami that e\en if business falls olf considerably, tiicy 
will still be left belter off than they were in 1949, c)r in 1939, or in 1929, or at any 
previous date. Quite apart from the fact that there arc an ever-increasing number of 
people for whom these are dates of merely historic significance, it remains true that when 
people have enjoyed for several years a period of full cmplo3Tncnt and gootl business 
conditions, and have seen that this is quite compatible with a reasonably stable cost of 
livirjg, they will c.vpect their legislators to niainlain this state of affairs for them 
permanently. It niiiy be unreasonable, hut there it is. liven the more old-fashioned 
type ol econoniist, who believes that it is contrary to nature that ytni should have business 
good all the lime, and that an occasional recessi».>n is quite a good thing, and helps to 
preserve what he calls “ industrial discipline ” — even this school now seems to agree 
that uiiemploymcnt should nut be allow’ed to rise U) a figure higher tlian s per cent, 
of the labour force. 

4'he second bird causing anxiety in bhS.A., Australia and elsewhere, and even to 
some extent among British agriculturists, is the problem of the disposal of certain farm 
surpluses. What is really worrying is the reflection that if these surpluses became 
uncontrollable vliiring a period of high business activity, how very much worse the 
problem is going to iK*comc if there is even a slight business recession. 

The third bird is the problem of capital help for undeveloped countries. The rest 
of the world has come to take American help for granted — though in fact it is most 
ungracious of us to do so. We should recognise as an act of continuing national 
generosity American willingness to give economic help, on a really substantial scale, to 
other countries. But even to the wealth and the generosity of the American tax-payer, 
there are limits. Wc should not expect American economic help to the rest of the world 
to continue for ever solely in the form which the statisticians so coldly describe as 
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“ unilateral transfers.” Most economists and political thinkers agree that it will be far 
better for all concerned when these can be replaced by loans — genuine loans, that is, 
and not merely disguised transfers — and commercial investments. 

Now for the stone which is to kill these birds. The essence of the proposal is to 
use stocks of cotnmodiiics us the basis for the currency. Our fathers based their currency 
rigidly upon gold. T'hcn this generation went to the opposite extreme and made the 
issue of cnirrency depend, in effect, entirely on the dijcretion of Central Banks and 
Ciovernmcnts. It is indeed only recently that the eminently sensible proposal for 
basing the currency on stocks of' commodities has begun to be discussed. Its tM'O 
leading protagonists, curiously enough, both bore the name Graham; they arc not 
related to each other — the late Professor Prank Graham of Princeton, and Mr. 
Benjamin (Jraham, New York broker, who is still actively engaged in business, and in 
propagating his proposals. 

i.et us look at it from the farmer’s point of view first, if only for the reason that he 
holds a key position in American politics and also for that matter, in the politics of other 
countries too. Such a proposal will definitely and finally remove his worries about 
unsaleable farm surpluses, or of farm products only saleable at a heavily depreciated 
price. The leading farm and mineral products will become, literally, as good as gold, 
in the sense that you will always get money for them at a definite rate. Or, to put it 
another way, governments will no longer have to worry about guaranteeing farm prices 
or assisting farmers. Money will be issued against stocks of produce direct. 'I'hc stocks 
of produce will be held as collateral against this cuiTency issue, and as a reserve for 
emergencies. 

Now let us look at the proposal from the point of view of the industrial worker 
and the business man, worried by the prospects of unemployment and depression. It 
would be quite vaong to say, as some economists have said, that unemployment and 
business depression have in the past been shown lo have had their origin in low farm 
prices — their origins are elsewhere, and it would take too long for us to try lo disentangle 
them now. But there is an important truth in the converse statement — that so long as 
the prices of the principal minerals and farm products are kept stable, there can be no 
general or world-wide business depression, or wides]n'ead and prolonged unemployment, 
'fhis is not the same thing as saying that every man’s job can be permanently assured. 
No sane man could promise that, undci any circumstances. But the n.aintenancc of 
prices for these basic commodities, by the issue of additional currency to build up stocks 
at a time when demand for them is falling, wuuld create so much additional purchasing 
power, and so promptly, that any general depression would be brought to a standstill. 

At this stage of the argument, the more seasoned readers must be saying to them- 
selves, there must be some catch in this — it is too good to be true ! What goes up must 
come dowu, they will be saying. IIow'^ will these stocks ever be liquidated ? Are we not 
going to be faced with a pressure for evcr-iucrcasing prices, and steadily mounting 
stocks of unsaleable produce ? 

On the contrary', 'riiere wall be no change in the general level of prices, w^hatever 
happens. If producers do not like the price which they arc getting, because of high 
costs of production or for any other reason, they will soon cease to put goods into stock, 
and then the stocks held as a basis for the currency will begin to run down. This will 
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have the immediate effect of taking excess airrcncy out of cinmlation, and will quickly 
reduce costs all round. 

There is another person whose interests have to be considered, namely the consumer. 
Particularly it is our duty to concern ourselves about pen ioners and others living on 
fixed incomes, who have seen the real value of ihcir incomes heavily depreciate over 
the last twenty years. This is not only a grave injustice — it is very discouraging to thrift 
in the ftiturc. One of the first requirements of a sound monclary system is that it should 
be able to gi\'c an assurance to the man who saves money now, through insurance policies, 
contributions to pension funds, or in any similar manner, that he will be able to get 
back, with accrued interest, money w'hich has the same purchasing power in 20 years’ 
time, as it has now. People would do a great deal more saving, and would Jiavc a 
much greater feeling of security, if they had this assurance. 

'Phis again is only something which a commodity -based currency can give. Our 
grandfatliers used to think that a gokl -based currency could give this assurance, but 
the violent ups and downs of the last generation have disillusioned us. 

Wc still have several questions to answer. How would this commodity-based 
currency be worked in practice ? How would it avoid accumulating unsaleable surpluses 
of particular commodities ^ Is it proposed for one coimtry only, or internationally ? 
If an international scheme, where would the stocks be held ? 

'Pherc arc two didcrent variants of the practical working ot’ the scheme. Rut these 
two alternatives have iheii main feature in commun. 'Phis is that, in ihe first place, a 
list of the basic commodities w'hich arc to be covered should be tlrawn up, and the 
relative importance of each commodity should be precisely specified. 'I'hcse quantities 
should not under any circumstances be departed from. 'Phus, whenever 10,000 bushels 
of wheat wxre taken into slock, a.s a basis for currency issue, it would be necessary to 
take into stock at the same lime, say, 5,000 bushels of barley, 75 tons of sugar, 7 tons of 
copper imd so on. It may seem odd to insist upon this ; but the reason wall be apparent. 
Tliis system, w^hilc it w'ill ensure that the <^cncrai level of prices of basic commodities 
is stabilised, will still leave the price of each single commodity free to iluctuate in accor- 
dance with supply and demand. If wheat is becoming increasingly abundant, its 
price will fill ; but, as the price on the whole ‘‘ basket ” is guaranteed, this will mean 
that there will have to be a countervailing rise in the price ot barley or some other basic 
farm product. 

When w'c provide that the list of products, and the relative quantities of each, can 
never be altered under any circumstances, some people will say that this is going a bit 
too far. 'Phe dilliculty which w'c shall have to guard against is that some conunodity 
for some reason or other, become so extraordinarily scarce that it wall be quite 
impossible to keep a stockpile of it. (There wall be no difiiciilty about keeping requisite 
stock of any commodity which is in embarrassing abundance). 1 o allow' for this contin- 
gency, it should be possible, from time to time, to make small alterations in the list — 
provided W'C make it as difficult to alter this list as it is to alter a wall. A wall can be set 
aside by the Law Courts, but only on clear proof that it has become quite impossible of 
fulfilment. To alter the list of commodities used as a basis for the currency should 
only be possible (for an international scheme) on a special judgment of the World Court 
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(an institution already functionings though we do not often hear of it) on receipt of proof 
that some commodity in the original list was becoming impossible to obtain. 

Now we come to disajss the two variants of the scheme, one as now proposed by 
Mr. Ciraham (in the March issue of the American periodical World), and the other 
proposed by Professor Ilayck in Ecommiic Journal, 1943, as an amendment to the original 
proposals of Professor Ciraham. 'fhe essential difference between the two methods is 
that in the former the currency-issuing authority would actually have to hold the stocks 
in its own name, and meet the costs of storage, deterioration, insurance, etc., while under 
the second proposal they would merely have a paper hokling of storage vouchers of stocks 
held by private traders, which could not be sold so long as the storage \ouchcrs were 
deposited with the currency-issuing authority, 'fhe former variant, under w-hich the 
issuing bank w^ould actually hold the stocks, would give the bankers more work to do ; 
the latter w'ould give private brokers and traders more work to do. (It may be Mr. 
Ciraham’s modesty, as a broker, which leads him to favour the former scheme). 

Under Air. Cirahanfs proposed, the issuing bank w'oiild watch the prices of all the 
staple commodities included in the list. When the Cionhined price of all these com- 
modities fell 5 per cent, below a spccilied parity point, the bank w'ould stait buying 
these commodities (in the specilicti proportions) and storing tliem, issuing fresh 
currency for the purpose of making these purchases. As soon as the combined price 
rose to m(^rc. than 5 per cent, alxwc the parity point, the bank wa>uld start selling iVom its 
stocks, and some cmrreiicy w ould bo taken out of circulation. Ihit Mr. (iraham estimates, 
roughly, that the margin of 10 per cent, between buying and selling price would give the 
bank enough revenue t(^ j'av for storage, ileterioration, etc. We can take lus word for 
it that this would be true in the long run, though there might be some years in which the 
bank was unable to recoup its costs. 

In Proi'essor Hayek’s version of the seheme, the goods in storage would ahvays 
remain the property^ of private traders (or of Farmers’ (Avopeiatives or marketing 
agencies). T'hc owners of the goods w ould, however, give liens, handing over the storage 
vouchers, and receive new currency in the form of interest-free loms against this security. 
But any single trader generally only holds stocks of one or two of the commodities 
specified, and it would be beyond his powers to hand over to the bank storage vouchers 
for all the speeitied commodities, in the right relative quantities. 'J’his would have to 
be done by brokers. Indeed, as Professor Ilayck points out, a new kind of brokerage 
office would have to grow up. T'hcsc brokers would have to go round among the traders 
ami hire from them their storage vouchers. In some cases these vouchers would be 
rather hard to get, and they would have to pay the merchant a substantial commission 
for each month of hire ; where the goods were abundant they could probably hire the 
vouchers for a nominal payment. As soon as the broker had collected a “ full hand ”, 
he w'ould take it to the bank and get an interest-free loan on it. (The scheme w'ould in 
fact bear some resemblance to the old-fashioned but entertaining card game of Gin- 
Rummy, as [I prominent kiternational olficial once pointed out in an unofficial and 
unpublished leaflet which he wrote after a conference on this subject). So long as the 
bank held these collections of vouchers, the currency would remain in circulation. If 
the brokers wanted them back, because the merchants needed them, tlie interest-free 
loans w^ould have to be repaid, and the currency in circulation w^ould contract. 


July, 1954 
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Professor (kaham’s version of the scheme would undoubtedly be simple to operate 
so far as the issuing bank was concerned, iuid would not involve anv risk of loss. Hut 
the ililferenccs bciAvcen the two schemes arc not of major importance. Whichever were 
adopted would have the desired elFect of stabilising ihe general level of prices of the 
commodities 

I'herc is one linal point which should be made tlear. 'I’his currenev issued against 
stocks of commodilics would be the on/y source of new currency. If, in. addition, you 
have in each country a hank with the right of issuing and withdrawing currency as at 
present, the whole scheme would be nullified. 

If ilie sc heme is confined to one count lV, the slocks would probably he required to 
be held in that country, unless there were some special reason for holding them abroad. 
If it is an iiucriiational scheme, tlic position will be dilfcrent. Stocks held on the tcrrilory 
of any of the parlici{\iring countries ought to qualify, 'fhe only objection to this might 
be on the score of military security. If a group of countries are willing to participate 
in organising a common currency like ilus, it stands to reason fortiori that they do not 
intend to go to war wi(h cacli (Ulicr. However, the territory of some of the participants 
might be adjudged to be mtlier more liable to attack from oulsitie. Hut even if this is so, 
it is surely iiie.\pcdicnt to tell the world, by announcing that there arc certain areas in 
which it is unsafe for those slocks io be held. A mailer like this is best settled by quiet 
private negotiation among the governments concerned. 

We have seen how the stone is going to kill D.vo i^f ih.e birds. Hut so far wc have not 
said much about the third, about the mechanism whereby, not the H.S. alone, but all 
other economically developed countries, can make loans or investments in those parts 
of the world where they arc most needed. 

!f we have such a currenev -issuing bank working on an intcrnaliiuial scale, holding 
slocks of all ihe staple commodities in different parts of the world, either directly, or 
ihrough holding merchants’ \'ouchcrs, the obvious next step is to give to such a bank 
the duty of organising the transfers of loans and invcslmenrs. 

The need lor outside capital in Asia, Africa, and the poorer countries of I.atin- 
Amcrica is so great that wc can hardly exaggerate it. liiiropc, which certainlv ought to 
be able to look after iiscJf by now, tends to ask for more Amei fcan ?noiicy just out of 
habit. But the actual flow of capital is still on a veiy small scale. 'I’his is due, not only 
to unwillingness on the part of the investors in the wcaltiiicr countries, but also to 
lack of satisfactory channels of invcstincnl, even if tliey were willing. Hut if such capital 
investments arc not made, on a large scale, and ciuiic soon, nian\' of these countries will 
find economic progress almost impossible, and may indeed slip back. 'I’hc cvcr-incrcasing 
contrast between their poverty and the rising wealth of the economically developed coun- 
tries w'ill build up an emotional tension which will eventually be discharged in revolution, 
coinmunism and war. 

Any country’ which wanted tp receive assistance therefore would first have to come 
into the currency scheme. This would mean that they w’ould undertake, permanently, 
to use this commodity-based currency as a sole currency. To no country would this be 
a hardship ; for any country it w’ould be an advantage. But it would mean an end of 
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exchange regulations, blocked accounts, untransferable dividends and all the rest of the 
paraphernalia which so greatly hinder international commerce and investment today. 

One other condition the borrowing countries would have to accept, if they wanted 
large foreign invcsimenis. 'Fhcy would have to give an assurance against the arbitrary 
seizure of foreign property, or the imposition upon it of taxes out of proportion to those 
which arc imposed upon their own citizens. I'he simplest way to provide for this would 
be an undertaking that any dispute on property rights between the government of one 
country and a citizen of another country could (subject to the exclusion of trivial disputes) 
be referred to the World Clourt. 

These conditions having been fulfilled, the Rank would establish credit and loan 
accounts, just as any ordinary trading bank does. Kvciy country capable of devoting 
economic resources to investment abroad would be expected to builtl ii]') a credit account 
— U.S.A., Canada, countries of N.W. Ruropc, Argentine, Australia and New Zealand, 
and even indeed Japan. 'I’licse countries would indicate — though the figure would be 
subject to occasional revisions —the proportion of their national income which they 
were able to invest abroad — a figure of' something like 3 per cent, is the order of magni- 
tude frequently aimed at. hi so far as tliey can get this investment carried out by 
individual enterprise (once exchange controls, etc., ha\'e been abolished, this would 
come much more easily) it will not be necessary to make the investments through the 
Bank, Direct loans between governments arc probably not desirable, save in exceptional 
circumstances, liach lending country svould make up such part of its quota as had not 
already been invested through private enterprise or through direct government loans 
by paying into its credit account at the Rank. And these payments would be iuadc, in 
effect, not in gold or dollars, but in commodities. W'hal are now unsaleable farm pro- 
ducts in the U.S. would become real assets in the form of loans to developing countries, 
of the greatest value to the world at this moment, and truly repayable at a later date. 
The holders of the credit accounts of the economically develope'd countries, and the 
borrowers of the loan accounts f'or the undeveloped countries, would not, however, be 
the governments of the respective countries, but their Central Ranks. 

The W'orld Rank, seeking to collect sullicient credits, should thus ask the Central 
Rank in each countrv^ to do the job for it. In the same way, the distribution of the credits 
in the receiving countries would be belter handled by the (]enlrU Banks thjm by 
governments. 

I^east of all do we wish to see the distribution of capital in borrowing countries 
handled by International Commissions with all their rigmarole of red tape and enquiries. 
'I'he ('enlral Banks in the borrowing countries would draw on their loan accounts directly 
in the form of imports they happened to need most urgently at the momenT, 

Once again, it should be made clear that these tnutsactions between the wealthy 
and the poorer countries should be loans, not gifts or grants. But, in view of the great 
poverty of most of the coumries which now need assistance, they should be interest-free 
loans, and repayment should not be due to begin for some fifteen or twenty years. To 
ask for any better terms would soon lead to a rc-cnactment of the collapse of the inter- 
national loan market which occurred in the 1920’s, with all its incalculable harm to world 
economy and to world peace. 


July, 1954 
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Notes and Comments 

GOLD The sterling area’s gold and dollar rcsci-vcs eoniinuc to rise. 

LCAp”vET Ihcy increased by SI 65 million in May bringing them to a total Of 

AGAIN S2,985 million. Compared with the April figure of $2,820 million 

there has been an increase of 5-85 per cent, and the total reserves now amount to 77-2 
per cent, of the last peak ot S 3,867 million in June, 1951. 

As our table set out below shows, only $6 million were receii ed from the United 
vStates as defence aid. Ciold receipts from the liuropean Payments Union accounted 
for $39 million of last month’s increase. 
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* Attci piivtnfiit of SlSl rnillioii «in Detembor 31 cruli \var to serviCe varicu'? N( iih Xiiutiliim Inuiis ; tlitsc items 
are not iiu-luded iintier “ MalaOi-e vvjtli Kt>t ot the World , 

'[ After payjnent of S tnillion to Canada iiiidir new anreeincnt ler ainoiliMiik; 1^12 loan. 


The most interesting item, however, is the sterling area's surplus with countries 
outside the European Payments Union which amounted to $120 million in May. This 
figure compares with $119 million in April and $86 million in March, making a monthly 
average of $108 million. This upward trend was attributable to various factors : hrst, 
the reopening of the London gold, market and the extension of the sterling transferable 
area in March. Secondly, the higher money rates in London compared with those of 
the principal overseas financial centres. And thirdly, certain rumours that the margin 
of the sterling rate of $2-78 — $2-82 was to be widened. A spokesman of the I'reasury 
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estimated that, until these rumours were officially denied, perhaps 580 to 590 million 
of this 5120 million surplus was received by a continued inflow of short-term funds 
during the first few days of May, leaving a remainder of 530 to 540 million earned by 
“ normal ” commercial transactions. A further inflow of Russian gold has, of course, 
also contributed to this continued rise of our gold and dollar reserves especially during 
Marcli and April. 

Briiain’s surplus with the Huropcan Payments Union in May was /^10-8 million 
which will be settled during May as to 50 per cent, in gold and dollars, and 50 per cent- 
by reduction of the United Kingdom’s debt to E.P.U. 


succEssFui- hiKi: most recent Government loan operations, the conversion 

LOAN scheme which the authorities sprang on the market a few weeks ago 
CONVERSION achievetl a considerable measure of success, 'The ol^jeciive was the 
elimination of the /.321 million of 3 per cent. National Defence loan, 1954-58, which 
becomes optionally redeemable on July 15 on three months’ notice, and has been called 
for redemption on September 2. A Ciovernment loan operation of ^onic kintl had been 
exi^ccted by many people in the Caty ever since the Bank rate reduction in May, but 
surprise was caused by the decision to exercise a repayment option at practically the 
earliest possible date when there arc final loan maturities to meet in llte relatively near 
future, tncluding the /'5 35 million of ]•,* per cent. Serial bunding stock which must be 
converted or paid off next November. 

louring recent years of strained Treasury finances, invi^stors and tltc market had 
acquired the habit of regarding final maturity dates as the clTccti\ e repayment dates of 
all (lovcrnmcnl stocks except the few carr\4ng really high rates of interest. It was there- 
fore a shock to find the (lovcmmcnt paying oJY a loan at the first opportunity. 

The operation tell into two parts, after the usual manner of C/Overnment conversion 
schemes. As an alternative to repayment on September 2, holders of the National Defence 
loan were offered conversion into a new 2 per cent. Conversion stock, 1958-59, at an 
efl'ectivc price of 99.1. At the same time £300 million of this new stock was olfered 
for. public subscription, also at 99 per cent, 'fhe cash ofler w^as evidently successful, 
judged on the terms of allotment, although it was doiibiless well supported by the 
Government departments. Results of the conversion ofler were n\ucli better than had 
been generally expected, £292 million of the National Defence loan being converted 
into the new Conversion stock. 

It is believed that tlie banks and the discount market houses, which were sub- 
stantial holders of the loan, were largely responsible for the heavy conversions, which 
leave the Government with only £29 million to find in September to pay olf the balance 
of the National Defence loan. Some market guesses put tlic amount of cash subscriptions 
to the new ("onversion stock — apart from those put in by the departments — at about £100 
million. Even if allowanc e is made for substantial departmental support for both the 
cash and conversion olTcrs, the net result of the scheme obviously left the Govermnent 
with a considerable sum, in addition to the amount required to pay off the National 
Defence stock, which is already being used for the repayment of floating debt. 


jftdly, 1954 
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When the Government scheme first made iis appearance, insiiiminnal investors and 
the stock market lookecJ rather askance at a tour to li\ e year slock carrviiiL; only 2 per cent, 
interest. Gwin.ix, however, to the impression created by the sodden calling for redemption 
of the National Hcfenec loan, and the oHer of a new stock rarrviiu; such low iuteresi, 
:iic market has adjusted its thinking to the itieas ortiie aiitnoriiies. 'Idle Gow.nmeni 
has thus cu; llie intcrcsi cliarge by one per cent, on some million i.)!' debt without 

anv shortening of riie final maiuriiy of its obligation, aiid at liie sume time has left itself 
with <oine casli in hand for redueing its short-ierm indehiediiess li has been able to 
df' so laigely because o! hiv: lavourable tinancial climate created b\ its own sound policies. 


bixiM-f T VriONS of u rcdiicUon in the interest n-cs c'iiarged by the 
AUTHoorrY fublic Woiks Loaiis Board on loans to local amhorities were fiillinc.l 
LOAN.. month. zMdiougii llie adjust nient has been mavle nc-t long after a 

!.f!i m Hank rale, the Hoard’s interest charges are linked less cl ^seb, uitlt Hsink rai*.' thrn 
■•viin the lo.ng-ieiin mu: of interest as established by Suk'K 5h-:ehangc iiuoiations ior gih -- 
.da.ed sceuriiie'; ; and this rate has been falling en balance for a. fairi\' Jong period. 

1 he rate (mi H.VvM. H. loan^ lor pori(xls not scxceeding liv.* wars has iK’di reduced 
com l!;i to 2; ]vr cent., v. hiic tlv.u for loans for ‘i-iw y.'ars Livues diOwn from V. to />! per 
.cm. I'or the loan-^ which are taken most wid.eiv bv local au!hi>riiics— those for 'Periods 
m over Ih wars - -tlie new rate is V,* per een!. instc:id of.] per cent., and is fairly t. los ' to 
a*' '.;-ier,m yielils in tliC gjlt-cd.ved market, i'he f,' per cent, rats' clv.'irgcd on these loans 
IS r.ow back to the level to which it was rm*ed in November, l'b>l. d’his r.ite w.i.> 
increased i'nrlhcr to d ! per cenr. earl\ m as the present Govemmcni's dearer m.onev 

policy became ctfeciivc, and remained at that ligure until the rodiiciion tod per coni, 
hrst October. 

An irnpori ml conecssioi’^ was made by the dVca.sury last mcAith in eoniiccii(Mi wiiii 
.'ocal borrowing from the Loans Hoard. Ihitil then, loans for housing had to be hv' the 
fnii tern: - 60 years- --of the Ministry (»f Housing and Local (io\'i::*nmeiil sanction to ilie 
local audioriiy to borrow. '] he d'reasurv has now agreed iliat, wit’n certain except 
loapis for periods shorter than ib.e sanedo’-i will be allowed. A consid^'rable ' 'u 

et die issiK.'-. ot corporation lo;w. nM>.ie viutiiig ilie cadneeu months since co: (‘orc:! i-'ii 
.oi rowing on tlic market were s:mi.tioned were the result oi' iiie lormci ci.jnjniKion to 
bo' row tor housing (or long terms, (.iorpo ration'-’ were unwilln.g to tie {liemselves to 
1 d ! per cent., or I p-er cent, rale with the P.WM .tL hu' a periv)j' ot tu) years, and preferred 
raise their money on the market for a sliorter trnn. 'flic new concession may ihu.s 
tend to reslric? the Ilow of new oilers of corporation loans ibr public sub.scription. 


»%e:cord value STOCK Hxchangc prices have risen substaiuially since March >1, 

OF QUOTED but the annual statistics published last nmnth by the London Stock 

SECURITIES Kxchangc show that even by that date the aggregate value of all quoted 

securities had reached a new rccoVd. The total was /,'30,102 million, a rise of /J2,972 
niillion during the preceding year, and /’2,0(X) million higher than the previous record 
csrablished in 1917. Aggregate nominal value of quoted securities increased by i'1.,030 
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million during the year to £26,653 million. The rise in prices is illustrated by the fact 
that while nominal value was 4 per cent, higher, market valuation rose by over 10 per cent. 
About two-thirds of this increase represented a rise in quotations, the remainder being 
due to the appearance of new securities on the market. 

'I'hc usual analysis of rises shows that against an increase of £611 million to £14,551 
million in the nominal value of British Tunds quoted on the Stock Itxchange, the 
market value rose by £1,086 million to £13,454 million. The much steeper advance 
in the industrial share market is reflected in a rise of no less than £1,110 million to £5,0.55 
million in commercial and industrial securities, although the nominal value ol' securities 
in this section was only £244 million higher at £2,730 million. 

A table included in tiie return for the first time analyses the valuation of ditfcTent 
classes of comjxmy capital classified under loan, preference and ordinary capital, I he 
companies covered in this attalysis range over a wide field from banks through commercial 
and kindred undertakings to rubber, mining and other concerns <4' the more speculative 
type, the total number of conq^mies covered being 4,959. At tlie end of March last 
the loan capital of these companies was valued in the market at about 14 per cent, below 
its nominal value, whiie nominal and market value of their preference capital was 
approximately equal, d'heir equity capital, however, was valued on the basis of prices 
at March 31 at £9,241 million, or nearly three times its nominal value of £3,475 million. 

The small effect ol‘ this largo premium on equities in determining the aggregate 
valuation of all quoted securities is, of course, due to the fact that the vStock Exchange 
deals predominantly in 13ritish Ciovernment and other purely investment stocks. Ihidcr 
normal conditions, these lixed-interest stocks do not depart very tar from their nominal 
values, and their weight gives stability to the aggregate market value of sceurilies as a 
whole, however wide the Ihictiiations in more speculative but financially less important 
sections of the Stock Hxchange. 


With the appointment of a receiver and manager to the British 
Idon Idlm Corporation, a livc-year experiment in Slate financing of 
film production is brought to an inglorious end. 'fhe State-sponsored 
National Film Finance Corporation announced last month that British Lion’s entire 
share capital of some £340,000 had been lost, and that a very substantial part of the loan 
of £3 million made by N.F.F.C^ to the company will be irrecoverable. Further losses 
were incurred by British Lion during the past year, and the N.F.F.C. has had to make 
a substantial increase in the provision in its accounts for the loss in respect of this loan. 
It has been estimated that no more than £1 million of the £3 million will be recovered. 

The pedicy of State linancc lor film making was started, as far as British Lion’s 
affairs are concerned, with a loan of £1 million from N.F.F.C. in 1948, but tlic loan 
was increased later to its present amount. No repayments liave been made since 19:51, 
but it was apparently not until last year that British Lion’s losses assumed proportions 


July, 1954 



NOTES AND COMMENTS 


19 


making drastic action inevitable. The decision to appoint a receiver has been approved 
by the Government, which has agreed that a new company shall be rormed to take over 
and continue the film distribution functions of British Lion, under the coniplcie control 
of N.r.F.C. or the receiver. The new company will no make films, but it is hoped 
that the Shepperton film studios will continue to operate under the receiver’s direction. 

The failure of this lilm financing experiment has a general interest for bankers owing 
to the criticism levelled at “ the City ” and particularly at the banks — under the previous 
Socialist Ciovernmem — because finance was not made available on a 1 ivisli scale for the 
hazardous business of film production. Bankers, with their custome;s' funds at stake, 
liave always received the film makers’ demands for accommodation with a good deal 
t'f caution, and their attitude has been justified by events. 

In Its annual report, the N.F.l'.C^ admits that its experience shows ihat under present 
conditions losses cannot be avoided by those who pnwide the risk money for film 
jnodiiclion. It might be added that the Ctu'poralion’s experience with British Lion 
also demonstrates the risk attaching to loans to the industry, 'fhe making of high-class 
British films is a wortliv objective, but it is now quite evident tlial the financing of 
jiroduction is suitable only to those who are prcpareil to take serious risks and if necessary 
u) face heav> losses. 


Ca^tricAr. comment on the absence of anv reduction in building 
SOCIETIES AND socicty iiiortgagc rates, following the tall in Bank rate, brought a state- 
ment last month from the Building Societies Association selling out the 
altitude of the societies to house purchase loans, d'hc statement points out that there is 
no necessary and immediate connection between Bank rate and the rates charged by 
building societies, in spite of the fact that their general rate was raised from 4 to 4.^ per 
cent, short iy after the increase in Bank rate from 2.1 per cent, to 4 per cent, in March, 
1952. It is explained that the increase in charges at that time was caused not by the Bank 
rate change, but by the general increase in the level of interest rates vvliich had already 
taken ]ilace. 

The Association emphasises that the funds w^hich the building societies lend to house 
purchasers come from llic savings and investments of the public, and that to attract and 
retain these funds the rates paid have to compare fav'ourably with the yields on other 
lorms of investment. That being the case, the rale charged to borrowers from the 
societies is governed by the rates the societies offer to investors, and therefore cannot be 
cut until a reduction in the rales paid to investors can be justified. 


I.ong-tenn interest yields have been reduced substantially by the rise in gilt-edged 
securities since Bank rate was at the 4 per cent, level, but the societies evidently fear to 
lose deposits if the rates they pay to shareholders and depositors arc reduced. A part 
of the funds recently attracted to the building society movement by relatively high rates 
is believed to have consisted of “ hot ” money in the sense that it was liable to withdrawal 
if the societies’ rates became less competitive. The maintenance of rates, with the 
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object ot retaining and attracting as much money as possible may also be inspired by the 
possibility of larger business in mortgages now that private building has become more 
active and the deposit demanded of house purchasers has been reduced. 


SCOTTISH J- Jl- ^ I ' general manager of the (dvdcsdalc and North 

BANKER of Scotland Hank, took the opporHinity of speaking up for the banks 
SPEAKS OUT presidential address Iasi month to the Inslitiue of Hankers in 

Scotland. 'The lavourable rceepiieii given to this address in many newspapers shows that 
there is no lack of interest in the banks and their activities, and a spirited, well-rcasoncLl 
and sell-analytical reply Iroiu a b-anker to eriiicisnis from viiriotis quarters will be treated 
with tltc resp/imsibility it deserves. Hankers should derne cneourageirient, and perhaps 
learning, Inmi this example. 

In the early part <u'’ his address Mr. C'ampbcli had a few words to say about young 
men in banks to-day. He said in public what he has said before in private, that he docs 
not subscribe to ihe view that the banks are ncu attracting the right ijuaiiiy ol youth. 
Ahhoiigli bo^s of lo-day are dilferent from those ot his generation, that does not mean 
that they are any ]x^('rer, iiid Mr. ('ami^hdi has no tloubi that yout hs making their banking 
examinations to-day are a.s good as, and in many eases better ihait, tlieir opposite numbers 
loriy years ago. 

'ri;e main part of his address, however, was devoted to examining criticisms voiced 
recent iy by Prolcssor K. S. Sayers (The Bajikcrs' .‘d April, page* ^^0), Professor 
A. K. (^airneross, and in an article conlribuled to The Hcojumii.si. I his examination was 
ill no way eondueled as an aUempt to wiu'tcwash the banks ; ii was eonsciitKiuly more 
e'lleetive. As Air. C';nn]>bc]l said, “ complacency is both dull and unhelpful On the* 
subject ot lending. Air. ('amj’jbell stressed the limiting clfcct of 'Treasury dirceiivcs, 
possibly i'orgotlen by some critics, with which the banks have striven hard to eomplv. 

against their own inclinations, trcqucnlly to the irritation of their eiislomers, and 
certainly to llie deirimeni of their own earning capacity In reply to Professor Oairn- 
cross’s specihe point that it is high lime the banks slopped insisting on full collateral 
Air. O.mjibell asserted that tlie proportion of lending which is unsecured or only partly 
sceurcil is higher to-day than at any lime in this century. The banker depends much more 
on his judgment of the man and his customer's business record than on any Ibnnal 
security, and so long as competition remains as keen and health/ as it is lo-day the 
customers’ interests will always be safeguarded. 

On the subject of cUicieney Air. ('ampbcll stated that the banks would <io well 
to ponder the searching questions that had been raised. “ 'There is no doubt that they 
ha\c all taken ad\ antagc of the opportunities for mechanical accounting, but it should be 
remembered that mechanisation cannot be equated with cHicicncy in every ease. 'I'here 
is perhaps some truth in the suggestion that there arc too many small branches in 
Scotland, but there arc fewer to-day than before the war, ami the recent amalgamations 
will probably bring abour some llirther reduction. Hut this process cannot be carried 
out overnight. C'ustoiners arc not merely names in a ledger. Nor can stalf be dealt 
with in terms of numbers. On a basis of ruthless cHicicncy no doubt some economics 
could be clfectcd, but I am glad to feel that we can still pay some regard to the human 
factors in planning our organisation.” 
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THE DM 194vS, at the time ihc Dcutsehc Wark was drastically dcllatcd, 

LEAD TO the economic situation of Western (iermany showed few hopeful 
CONVERTIBILITY tJircalcning ones ; and as recently as 1950 the Bank 

dcutscher lainder had an adverse balance ol DM I billion on its foreign exchange 
accounls. fhen the drasiic remedies prescribed earlier by Dr. bihaid began to show 
its meliorative elVccts, and, before long, the Cierman recove. '. atlracied universal 
attenlitm. At the end ot last Aiarch the B.d.L’s gold and toreign exchange holding^ 
stood at thv? equivalent of /J776 million, ol which gold and dollars aeeounted tor /M7^ 
million. TAl the same date the United Kingdom’s gold and dollar hifidings weiv 
/.959 million, v\hich sum formed the basis of the trade of rheenlire sterling area, with 
riie tioiibllul exception of Souih Africa'}. 'I'lic Republic’.- gold and free exchange is 
now equivalent to ihree nionilr ’ vi'-ible imports, and more and more Ciermans feel 
that, ai last, the roavi to convertibility is not barrexi by inadeciuate reserves. Moreover, 
there is no longer a dollar gap ; for the c.xpendiiure of L'.S. armed forces and ot 
travellers makes W'estern Germany a handsome creditor ol' America, 'f.he position 
would be a great deal b'.f. er were Gennanv abie to cash -in on all her ii.l^.U. ami clearing 
agrecMnenls surpluses ; hut these credits must be regarded as an export of capilaj, 
Isowcver unwilling. Incidentally, the rapid growili ol’ foreign exchange reserves has 
lorccd the authorities to exercise considerable ingcniiii\ in ('ixier in prevent the DM 
counterpart from getting into the circulatory system ami thus seitini: oil a new inliation. 
Several weapons ha\'o been used: larger imports : hut , signilicantly, not sueii as to 
threaten the country’s uneconomic agriculture ^ have given an outlet for extixi spending 
pov\er ; but the interest rale h.as hccu prime favouriie. Provided money is kept dear 
enough, savings are attracted and cxpemlirun' is discoiiragej. How successfuliy 
practice has conforiiied to theory is shown by tin' figures of .>ales of fixed-interest 
securities over the past hnu’ years. In 1950 they amoiintedi in DM million to o77, 
in 1952 to l,35cS and m 195 5 to 2,849. 


What stands in the way of the last step that divides this m.odel economy from 
making its currency convenilde ? To listen to a. good many Germans one would 
imagine that the only obstacle is the obstinate allitmie of tiio brilish I'reasnry. 
However, under tite I.ondon Agreement on Ihc-War and lh>.si-Vdar Debts, Western 
Germany has to transfer annual sums starling at the equivalent of between DM 500 
and DM 600 million and rising to DM 800 million. While the B.d.L.'s foreign exchange 
receipts arc as buoyant as they are now the burden will not he cxcessiw* provided it 
is the only one. But full convertibility will bring walh it the riglit for non-residents to 
repatriate their capital and, though nobody imagines anything resembling a llight of 
capital, the country must be prepared to see a fair number of sceptics demanding what, 
ill the aggregate, may be inconveniently large sums. 


Another future burden whose size cannot be estimated is defence costs. At present 
Western Germany pays DM 600 million monthly as occupation costs and this money, 
in so far as the Occupying Powers spend it, is spent within the country — therefore no 
transfer burden. But let us suppose the coining of freedom and, with it, defence costs 
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equal to, say, half of those now borne by the United Kingdom. This would mean an 
annual expenditure of DM 9,400 million, and a large though unpredictable part of 
it in foreign exchange for imported goods. 

Lastly, as Napoleon’s mother used to remark, pourvn que dure. We all ex- 
perience limes when every attendant circumstance obligingly goes right ; but the 
belief that Fortune always favours the brave is one for which history gives little warrant. 
One test that will show how deeply the foundations of recovery arc laid will be reached 
on the day the (rcrman authorities dare to show' faith in the future by freeing the capital 
market in such a way as to make it possible to issue equity shares. In the meantime, 
responsible Cierman spokesmen express themselves conlident of convertibility between 
now' and April next. 


s.w. AFRICA : Hxci'P I fot tlic suiall British-held area round Walvis Bay, South 

A GROWING West Africa was annexed by Germany during the scramble for colonies 
seventy years ago. Since the lirst world w’ar it has been administered 
by the Imion of South Africa under mandate, and is now' represented in the Union 
parliament by ten members. This vast territory, three-quarters the si/e of the Union, 
is perhaps unique today in that its principal products are virtually all exported, while 
its requirements in manutacrures and processed commodities are almost all im[)orted. 
Up to recent times the coinitry’s economic life was dominated by the production of 
karakul (lambskin) pelts. Now’, though karakuls arc still important, they have lost their 
primacy to minerals. The change of emphasis has taken place rapidly. In 1946 mineral 
exports amounted in value to less than £1 million ; by 1952 they had reached over 
£2\ million, of which diamonds brought in £10-7 million, lead £8 million and zinc 
million. Karakuls, at million, still lead the group of animal products ; but 
living animals, butter and wool are increasingly contributing to the diversilication of the 
economy. Altogether, exports in 1952 totalled over ^'35 million. .The United Kingdom 
look nearly half of these, diamonds accounting for /(H million and karakuls for £3-4 
million. The Union w’as, naturally, an important customer CX5-3 million) but Belgium 
bought more still. 4'he U.S. trade deserves notice, for, wdiile South West Africa bought 
£\ 'l million of American goods, her sales for dollars were nearly five times as great. 

The population is about 400,000 of whom some 50,000 arc European, most of these 
either Afrikaaners or (iermans. ITic market for consumer goods is therefore small ; 
but the total of imports at round about £20 million show's that there are opportunities. 
The territory has a large favourable balance and import licencing is far less restricted than 
in the Union. 'The demand for machinery, vehicles and hardw'car is considerable and 
will increase. It w411 be satislied by exporters who know how to compete with (iermany, 
by firms w'hosc representatives, when visiting the Union, take the trouble to go on to 
Windhoek and Walvis Bay in person to examine local conditions. 


Thi: appointment of Capt. H. B. Dibble, District Commissioner, 
OUTPOST Gambcila, to the Order of the British Empire in the Birthday Honours 
List is w'ell deserved. Gambcila is a trading post nearly 100 miles 
inside Ethiopian territory, along a tributary of the Nile, from which the exports of 
Western Ethiopia travel 1,000 miles to Khartoum in the rainy months of July, August 


July, 1954 



OVERSEAS NOTES AND COMMENTS 


23 


;md September. At other times shipping is impossible for lack of draught for the 
vessels. W^estern Ethiopia imports her oil requirements, cotton goods, etc., by this 
waterway. In an enclave of roughly one square mile ihe two countries have their’ 
("ustoms posts. More important from this Magazine’s pc •nt of view is that within that 
square mile the Egyptian pound, not the Ethiopian dollar, is the currency used. Few' 
countries in the world can have so small an area of currency circulalion surrounded by 
foreign lerriiory. 'This well-ordered town stands as a monument to ("apt. Dibble’s 
efhcieni administration. 

ThI: methods by which suhscriiuions have been obtained for the 
financing of the Siii Gas ] roject in Pakistan provide an illustration of 
the flexibility that is gradually returning to the monetary side of capital 
development. Jursi of .ill, Rupees 3,780,0(H) (say //HO, 000) was raised in equity shares 
in local currency. Of this about a quarter was taken up by the Pakistan public, w'hile 
the remainder was contributed in roughly equal shares by the Pakistan Industrial Develop - 
ineni (awporalion i^a (jovernment instituticni), the (Commonwealth Development lunance 
(C*T, and the Biirmah Oil C]o. 'Phen, early in June, the International Hank for Recon- 
struction and Developnienl announced its expectetl million h^an but added that the 
eastern exchange banks were going to participate in this sum to the extent of /X’ 15,000. 
Ihe first seven maturities of the loan falling due semi-annually from August 1, 1056, 
through August 1, 1950, are apparently to he devoted to the repayment of the banks' 
tranche. 'The sterling ofHlie l.H.R.D.’s loan has been made available to the Hank by the 
1. nited Kingdom out of its sterling subscription \o the Hank’s capital, d'hc loan is spread 
over 20 years at 4'; per cent., is guaranteed by the (jovernment of Pakistan, and is secured 
by a trust deed with Ikiring Pros, as trustees. 

'Phe borrowing concern is the Sui (his 4>aiismission ('o. Ltd., and the project is 
the piping of' natural gas along the 350 miles to Karachi. ’Phe gas itselfw- ill be extracted 
by Pakistan Petroleum Lid., a company owned 70 per cent, by Hurmah Oil and nearly 
^0 per cent, by the Pakistan (n^vemment. 'i'hc reserves of the '' gas dome ” are estimated 
to be able to supply 110 million cubic feet of gas per day (about three limes llie present 
likely eojisumplion) f'or over 50 yeais, and it is hoped to complete the pipe line b\ May, 
1055. In the fust year of operations production is expected to be equivalent to 500,000 
tons ol coal, wliich is not far short of Pakistan’s present annual import of solid fuel. 


In 1052 the Crosland Alission reportctl very fully and helplully 
on thiC problems and possibilities for Hriiish exports to the dollar 
aecounl ” countries of the C'aribbean area. In (October, 105 3, the Presi- 
dent of the Hoard vif 'Lrade appointed a Mission under the leadership of Sir Iwlw'ard 
Bcnthall, K.C.S.L, lo examine the same problem as it referred to Iraq, Kuwait, the 
Lebanon, Syria and Saudi Arabia. I’he Mission’s report was published last May 
(H.Al.S.O. 55.) ami ser\Ts as a fitting introduction to the Bagdad Pair which is being 
held next October. The economic rise of certain of the Middle East countries has been 
meteoric. The five covered by the Henthall Report took, in 1938, 0-7 per cent, of the 
United Kingdom’s exports ; by 1953 the proportion had grown to 2-8 per cent. Measured 
in pounds sterling this was an increase from £3-2 million to £7 1 ’2 million, an impressive 
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advance even wlien the depreciation of sterling is allowed for. The United States lias 
enjoyed similar good fortune, her sales over the same period having risen from £2 0 
million to £60-7 million. 

At present Britain enjoys a larger share of this market than she did immediately before 
the v.ar but everywhere the Mission went it found our products being challenged by rising 
competition. 'Bhe third largest supplier is France, with £20 million in 1953, but her 
sales seem to have steadied at about that level, 'fhe breaker of new ground is (jcrniany ; 
her exports to the area in question have more than doubled since 1951, and though stjll 
little more lhan £14 million arc iiseliilly reminding our manufaclurers that there are ra: 
feather beds lor exporters nenvadays. 

Iraq, the Lebanon and Svria h:ivc agricultural j'^rodiicts that l.ltey wisli to sell abroad, 
and the Mission found tiait the public in the^e ctnintries were much cojicerned wit)’* 
finding outlets. ‘I'liey were also occupied with the development of young local industries. 
Unfortunately the prices o!' nearly all the agriculiural products in truest ion have been 
falling and the jWission found a strong demand that the West siiouid assist by taking 
over some of the surpluses tlrat liave been piling up. Britain seems to do her p.irt in ibi^ 
respect — in Syria, for iiM.ince, she is the great buyer of barley — but the Mission evidently 
thinks that mo\x will ha\c to be done il We arc not to lose ground. 

Iraq, Kuwait aud Saudi Arabia have been the great bcncfieiarics of the oil boom 
Iraq's income from oil amounted to £50 million. Nearly three-quarters of this is being 
applied, aud on the whole wisely, to a series of big development projects. But, as in the 
other nourciuix ruJiLS countries, there arc hindrances. 'I'hc administration lias, uy) to 
now, been geared to f<«r more modest conditions and it cannot be expanded satisfactorily 
overnight. 'Lhe Iniqiii, having lasted the sweets of representative govenuuent, want a 
host of irnmediaic bcnelits, a fact that makes orderly progress even more ditlicult. In 
Kuwait aiiil Saudi Aralua an old-fashioned autoerae^' is still the order of the day and the 
population small ; yet rh.n will not solve the problem of a lack of local skills, both mana 
gcrial and mamial. 

4'he Mission is coniident, liowevcr, that the great development works of the oil 
states will go on. Britain's care must be that her contribution of goods, advice and 
technical aid does not diminish. 4’he task is already becoming hard in places. In mimy 
lines of exports “ the United Kingdtan is losing business . . . solely on account of prices 
(In tb.e whole, British unwillingness to grant favourable credit terms does not feature as 
a cause of diverted contracts but lltc export incentives olfcrcd by some of our competitors 
ha\ e Lcriainly damaged our sales. Just as serious a hindrance, however, has been “ the 
overall lack of incentive due to the heavy risks involved and the excessive rate of taxation 
in the L’nitcd Kingdom on prolits earned overseas 

Much of the miiterial sold requires careful packing and subsequent servicing, and in 
both these respects som* British exporters still have a good deal to learn. Servicing 
depends as much on trained labour as on spare parts, and here the Mission stresses that 
the inevitable shortage of competent managers, foremen and litters should be met by 
accepting selected men in factories in England for specialist training. Sales and service 
representatives also should pay longer and more frequent visits to guide and develop 
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the local depots. Above all, directors and senior oflicers shouki themselves go out to these 
countries and slay there long enough to win the conlidcncc of the people who matter. 

Mutatis muiauJis^ much of all this advice is also given by the Biirghley Mission which 
made a short visit to Burma last February and whose report is also now available. 
(H.M.S.O. 2.V. 6c/.). Burma, however, lias been torn by years of ci\il war following 
straight on tVom the pcri('.d of Japanese occupalion, and large ceonomicaliy imiu>riani 
regions are still eoiUrolled by various brands of bandits. In the eiieumsianecs the 
tremendous eiilliusiasm of the Ikirmese (ioverniiunt is sometiiing that must be admired 
even while some of the plans seem half-baked. On the wh.ole, the Report says, “ tlic 
planning is on sound lines . . . provided pruirities are wisely aeec'rded . . . ’\ But there 
is il'iL same aeutc need (more acute, perha]'>s) for trained men that was noted in the Middle 
iuist by the Bentiiall Missitui : “ the greatest problem which ikirma lias lv> face is her 
limited a\ailabi!iiv ot administrative, prnlcssional, leehni^.a], a.nd managerial personnel, 
and tliese are the sldlls wliieh, as \vc sec it, she will need to seek {'hmii the mi'-re advanced 
cciinn ies during the next tlecade Vet in one important respect riiirma dilfers from 
the Aliddle b.ast countries. 'Huy (the iu'l States, am liowg are moving rapidlv into a 
\astl}’ expaiiiied prosperigv, while Jkirnia still Iag,s far behind her jue-war .^landard. 
( ,ivil disiuptivin and tlie JapCiiicNc war wc have already noted as ‘die main causes, but 
another has been the .xenophobia that has led U) the luush ireaimeni t)f legitimate Britisli 
and ln<.lian ir.ten.sts. As far as the r.nghsh arc concerned, this evil tide appears to he on 
the turn but ir is as yet too carlv (/lucv the optimistic tone of the Piurglilev Report) lo say 
wliell'icr the new smile ol welcome Will outlast the exf’icil’s immediate usefulness. 

'1 hese twvi Reports ^over, logelhcr, about 140 p-ages and contain a mass of data whose 
clear ;irran‘?;ement is a credit to the respective secretaries. 'I'hey shaiuid be in rh.e hands 
ol evciy manufacturer tir merchanl doing considerable ’ousintss in the countiies concerned 
and sliould be carel'uilv studicvi by any bankers who hold tiiemselves out as competent 
to advi'-e expoiien. on their problems. 


b'OK iho purpose of its annual repon, the (iolonial Oflice year runs 

volume ;Cnul. 9160; 65. net', 
appeared with commendable promptitude at the beginning of June. It 
is a formidaiile work of nearly 200 pages b.ut the \ear in uuesiion lias l -cs'ii full ol'evcim. 
Were the average newspaper reader asketl to say wiial he recollected ol (Colonial happen- 
ings in 195 5-54 he could pmbably think of little more than Mau-Maii, trouble in British 
Ciuiana, trouble in Uganda and the everlasting Malayan emergency ”. 'fhis is natural, 
for lliesc things lend themselves to picturesque presentation. It is the virtue of a rcvic^v 
such as the eaie just issued that Mulesa II a.nd the jagans are put in a setting where they 
assume their real proportions ; here they can be seen against the backcloth t)f policy, 
on a huge stage w4iere constitutional and economic developments arc profoundly alfccting 
the futures of 80 million people clustered in various sized groups all over the world. 


The external trade and balance of payments of the Colonial 'ferri lories are not only 
important to them but to the rest of the sterling area also. It is therefore with some 
disquiet that one notices the deterioration that has taken place in the balance of payments 
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during the past few years. Excluding Hong Kong, the surplus balance was £\10 million 
in 1951 and £39 million in 1952 ; for 1953 the provisional figure is a deficit of £15 million. 
The main reason for this adverse movement has been the deterioration in the earnings 
of the Malayan area. Singapore and the Federation of Malaya exported goods to a value 
of £709 million in 1951 ; in 1953 this was halved. One reason for the drop was the 
slump in rubber from an average £401 a ton to £173 and another was a less pronounced 
but heavy recession in tin prices. A third reason is found when we turn to the entrepot 
trade — re-exports. Here Malaya’s loss was over £200 million between 1951 and 1953, 
an experience akin to that of Hong Kong, where re-exports fell from £252 million to 
£131 million. 

Mention has already been made of the drop in the prices of rubber and tin ; other 
heavy losers among colonial export products are cotton, sisal and palm oil. (]ocoa, until 
its very recent upward leap, lias been steady, as have palm kernels. 'I'he commodities 
which have shown an upward trend happily include one that is very important — copper ; 
for the rest, we have colfce, ^ugar and groundnuts, the increased earnings from all of 
which together caiuiot have been sufllcient to offset the decreased yield from rubber. 
Meantime the volume index of colonial exports has risen and for 1953 was tlie highest ever. 
Rubber shipments fell init there were increases in nearly every other category ; in other 
words, world tlemand is still active. 

On the import side, the total has been falling ever since 1951 in sympathy with the 
drop in export earnings but 1953 distinguished itself unfavourably by showing a deficit, 
exports and re-exports of £1,267 million being overshadowed by imports of £1,342 
million. Vet the second of these two f igures is a useful reminder of what a valuable outlet 
for British manufactures exists in these quasi-protected territories. 

An appendix to the Report sets out the C^olonies’ transactions with the dollar area 
over the past three years. 'Fhc figures arc given in sterling iuid show that, during this 
period, the surplus on current account has fallen from £162 'million, through £128 
million to £105 million. Here we have an example of enforced austerity, for surely the 
35 million inhabitants of Nigeria and the Gold C^oast, if left to their own devices, would 
last year have spent more on American goods than 89 million out of their export earnings 
of 849 million ? Of course this is not the whole picture ; and those who are inclined to 
work up a facile indignation because “ the Colonics arc being milked of dollars for the 
benefit of the rest of the sterling area ” had better amplify their knowledge by reading this 
Report very carefully before giving tongue They will find here the record of one of the 
boldest and biggest ventures that the world has ever seen — a planned effort to give both 
freedom ami a rising standard of life to millions of largely illiterate humans inhabiting 
widely scattered lands equal altogether in area to Europe. Anybody who takes the trouble 
to work through the 1,203 sections and 11 appendices of the Colonial Oilice apologia for 
1953-54 will, if he is honest, agree that on balance there is little for which to apologise. 


ANGLO. Anglo-Argcntinc agreement of 1949 expired unlamcnted 

ARGENTINE OH Juiie 30 lust. In May an Argentine delegation headed by the 
AGREEMENT? Forcigii Attairs and the Minister of Economic Affairs 

came to London to discuss what new agreement might be possible. Our visitors were 
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faced with a situation far different from that of five years ago, when wc went humbly 
to Buenos Aires. No longer could they hope to negotiate with a Government which, 
because it monopolised the purchase of meat, was able to guarantee a market for' 
Argentina’s principal export product. Conditions in Bri'Tiii have UOW rcsumcd Some- 
thing like their pre-war pattern, in the sense that our meat merchants are once again 
free to buy meat from those producers who offer it at a suitable price and quality : 
how mucli will be bought in all in any given period, and trom where, will depend on 
Ihiciuatitms in home and overseas supplies and in consumers’ requirements. This 
decision of what is traditionally Argentina’s biggest customer lias forced Argentina to 
consider how far she can continue a government-seller structure. If there were a 
strong seller’s market there would be no t’illiculty, but supplies of meal are nothing 
like as short as they were and (lencral Peron is not so lirmly in the saddle that he can 
alford to risk his people’s censure by failing over the main business deal of the year. 
Were he now to abandon his hitherto strictly bilateral approach to the whole corpus 
of Anglo-Argentine trade and payments problems he would j^erhaps iind that the 
British would go a good way to ease his path. It is certain that he would lind active 
co-operation were he to acknowledge, not only in word but in deed, that a country 
wliich imports capital should allow the export of any resultant profits, and that if an 
enterprise is expropriated the com[)ensation should be not only fair in amount but also 
freely transferable. 

Dimbtless the delegation was told all this and more, 'fhey appear to have 
expressed great interest ” and then gone olf to some negotiations in Ciermany. 'rhere 
matters rest and, until further notice, British exports to ihe Argentine will continue to 
be little more than a miserable trickle. 


In Japan t!ic problem of the exchange rate has become a subject 
ol open aiguinent in financial circles —so much •‘O that ihc May 
issue of tlie Oriental luvnoniisr prints a discussion on the subject 
setting out the views of three leading Japanese business men. TJie (government is 
enforcing, or at least trying to enforce, a dellalionary policy as one of several measures 
to correct the worsening balance of payments. The untavourable trend is ascribed 
to (a) excessive domestic consumption and speculative buying ; {b) too high a wage 
level in relation to labour productivity ; (c) lack of working capital ; (i/ : uncconomically 
small production-units ; (c) bad management, with resultant high costs. The doctors 
called in by the Oriental liconomist disagree over the right remedies to apply, but they 
are at one in thc’r diagnosis of the diseases from wdiich the patient is suffering. 
Unfortunately, as the recent riot in the Japanese parliament has shown, the economic 
problem has got to be resolved in an acutely disturbed political climate, one in which 
monetary decisions may be taken for completely extraneous reasons. The sterling 
area as a whole, anti Britain and Australia in particular, are closely interested in the Battle 
for the Yen, and however the issue is decided the results will have an important bearing 
not only on sterling-yen trade but on the Far East situation as a whole. 
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Mechanisation— Some Reflections 

O F all changes in banking over the last quarter of a century the most outstanding 
is that of the mechanisation of routine tasks such as book-keeping, dividend 
distribution, club subscription payments and similar chars, i'hc successful 
application of machines is to be judged by the resulting etticiency, in turn measured by 
lowering of costs, greater speed of performance, greater accuracy, improved appearance, 
or any one or more of these benefits. In so many cases the jobs which have been turned 
over to the machines have proved capable of being thus more etlieienlly performed, as 
judged by all these tests. 'That in itself is not surprising ; bankers are careful people, 
and do not normally rush into innoxaiions without imposing stringent tests. Morcovei, 
a bank would need to take somewhat greater precautions than o:her business houses, due 
to its widespread branch networks. Control of its branches has to be certain ; for 
this reason it must strive as far as possible ibr uniformity, and in turn this means that 
any change in routine must be visualised as ap]')lying to all branches. Whereas a one- 
ofltce lirrn can alTord, perhaps, to experiment with a new' idea, and scra'p it if unsuccessful, 
a multi-branch bank musi be suie that it is not introducing something which will, d 
abandoned, mean a large expense tor no benclicial return. 

Ckmsequently this present writer has no misgi\ings as to the caution underlying 
banking acceptance of mechanised piC'ccsses — he can, in fact, understand (if not agree 
with) those w’ho urge the banks to much wider application of machines for routine w’ork. 
The unelcrstanding is bascei u]'on tiie know'ledge that if there are tasks yet to be turned 
over to machines, the banks will not unduly press forw’ard at the risk of making mistakes. 
Disagreement with the critics arises from the certainty that if, in fact, a job can be better 
done by machine, the suppliers ol'suitabie appliances will have alrca'.ly dra\Mi the banks' 
attention to it, and in due lime when the suggestion has been thoroughly proved, the 
machines will be introduced. It is, ol' course, notably easy lo urge that the banks do 
not move with sutliciciu speed tow’ards mechanisation, parliculuiiy if llie critic has no 
responsibility lo bear for the shortcomings of the proposed change in ten thousand 
banking otiices. 

Paradoxically enough, experience shows that banks may with advantage take a few' 
steps backwards at limes, litis has been demonstrated where over-enthusiasm for 
machines has caused a bank to blunder into too much mechanisation. Successful use 
of machines depends upon (i) fully trained opentlors, (ii ) the wary avoidance ol bottle- 
necks in the work, and (iii) provision for mechanical breakdowns. Hanks can provide 
for the lirst tw’o of these requirements, and must be on the alert to ensure that they have 
comjtetcnt arrangements to prevent the possibility of dislocations due to the third, 
iiiis last leads them rarely to mechanise unless at least two machines arc installed in each 
ollicc — and where, at a pinch, the work can be got through witli the surviving machine in 
tlic unlucky event of one machine going wrong. It is known that some branch banks, 
initially mechanised with only one machine, have had lo be rclitted with manual book- 
keeping due entirely to this cause. 

In a recent case an African bank had lo take somewhat similar steps due to the fact 
that (i) the nearest machine servicing oflicc was 800 miles distant, and (ii) it was diflicult 
to keep a suflicient number of trained operators. Here the situation was tliat four 
machines were installed. The operators were young men who could not be trained in 
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sutlicieni numbers, as commercial educaiioii was noi tiilly advanced save over a very small 
minority of ihe population as a whole, (dieques presented over the counter were taken 
to the ledger clerks who made a pencilled marking on the ledger sheets, in m'der to avoid' 
honouring cheques against insiillicieiit balances, or againsi ^vrong signatures, etc. 'I'hrec 
operators used (lie machines, one being kept in reserve in case of accidents. It was 
never at any time easy to train more than the three essential ledger clerks. Alter the 
tills closed the clicqnes were niachir.e •]'‘osled in the ledger's, ;ino ihi* sr.ine clerks posted 
the siatcmcius. 

I'roiible arose wlien inaccuracies were left undisco\ered for weeks, a!id continuous 
checking failed to show up the errors. 'The solution finally reached was to introduce 
hand-posting of the statonenls. When cheques were presented there were three 
stiitenient clerks, chosen lor their clear handwriting, to enier tliem up iminc\ii;itely on 
die sialenienis. 'I'hc ledgers were j'ostcd as before In niachi»ie. At the end ot the day, 
the stiitoniciUs of accounts that had moved (and had therefore been olf-s'U in the trays) 
were called back to the ledger sheets which were similarly orf-sei. 

lixamination of inaccuracies shewed that they occurred mainly wlien two ol the four 
maehinos were out of order. .A renicaH, perhaps, would have been to have more 
inaeliines. In \ iew of the unqualiiied success of the changed routine one is, how'cver, 
(orced to ilie conclusion that the ledger-keepers tlicmselvcs were not lOlV'., cllicient in 
machine viperating, such that the adtiiiioriUl check of the manual ]'*ostings was really 
needed. Whilst the ultimate advantages of mechanised methods were worth striving 
for by getting machines into the bank even at aji early stage of development in commercial 
ediucarifMi, it proved wiser to tonify liiis mechanisation in embryo by the buttress of 
an ellicieiu clicck and control in pen ami ink. 

Au additunial and. cui ious advantage also arose from the change. ‘file handwritten 
statement sheets were lirst introduced by tailing back upon a discarded sU)ck of statement 
i'orni.'i which had been part aiiel parcel of the bank’s system before mechanisation was 
introduced. 'I'hesc proveel to be very much smaller sheets ilian those essential to machine 
I'osting (whicli need to «:ariy columns for ‘"pick-up” balances, eic.k ’I he trays in 
which they were carried were aKo less cumbersome. It was found that the statement 
clerks could select the customer’s sheet much more speedily than could the ieJgrr ckrks 
under the mechanised system, and a customer did not have to wait tor so long a time 
before his cheque was marked oil'” (in fact, of course, it was entered luHy in the 
slatcmentk I'his saved time and reduced congestion in the Ixink. 

And this question of time in picking out ledger sheets is, indeed, a nusst important 
one. Ill a large oliice where very busy accounts arc kept, the ledger-posting by machine 
eirc(.:ts a great saving in lime and accuracy due in the main to the laci that as the operator 
may waste lime in selecting the appropriate account, he can make up much ol his speed 
by posting a whole string of entries, knowing, too, that the machine will throw’ out an 
arithmetically correct balance. Hy hand a long run of items means the possibility of 
mistakes in working the balances afterwards. F.ach account that has only a few postings 
daily, or even an odd item or two over the monih, gives the ledger-keeper a much slower 
speed, due to the time taken in. selecting and abstracting the account sheet. As an 
illustration of this has been cited the case of a Swiss bank whielt had so many large accounts 
that it w^as impelled to mechanise its book-keeping. Having done so, it observed that 
a. large number of accounts wliich worked infrequently, and then only for odd items, was 
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slowing down the rate oi' posting. It arranged, therefore, that such accounts should be 
passed to a separate section of the ledger room, there to be posted by hand. In order to 
preserve the uniform system of checking and summarizing, the sheets were posted on a 
special frame under which was a carbon copy ‘‘ tally-roll ” to conform with the machine 
posting system. In a country responsible for the invention of the RUF system of 
book-keeping such a development is not surprising. It worked. 

'The typewriter has done much to improve the presentation of letters and forms, both 
for legibility and appearance. But it can promote bad habits. It creates the inevitable 
carbon copy on a separate sheet of paper. 'ITiis in turn calls forth a filing system — not 
a bad thing in itself, but often used to accommodate unnecessary records. iMtich of the 
inter-otiice memoranda in banking could be more usefully dealt with by handwritten 
documents, and in mimy cases copies need not be retained. Where a copy is required, 
to ensure that some transient query is answered for example, a cheap Memo-with-carbon 
book, similar to that in which the old-fashioned shop-keeper made out bills for his 
customers, will sullice. When all the queries are dealt with, the book can be destroyed ; 
or, if the matters have any importance at all, the book constitutes an easy record to stack on 
a bookshelf in numerical or date order. 'Too much of the time of highly intelligent and 
WTlI-paid secretaries is wasted on Ibotling matters that could be dealt with expediently 
and well by methods that occupy less time than it takes to call the lady into the ollice. 
'Too many tiles bulge with trivial papers which efTectively submerge those appertainmg 
to more important matters. 

'There is still scope for the use of more roin-sorting-and-counting machines ; and 
a perfect appliance for smooiliing, stacking, counting and packaging 'Treasury notes has 
yet to be devised. Some large ollices could very well support an effective system of inter- 
branch transmission oi* documents through a pneumatic or other type of carrying tube — 
the Rohrpost as used in Cjcrman banks. Quaint as it may seem, loo many cleaners appear 
to spend their lives stirring up the dust in som<* oflices, when the ordinary ilomestic 
vacuum cleaner would remove the dust once and for all with less labour cost. Mechanisa- 
tion has not developed in all directions at an even pace. 


Recent Legal Decisions of Interest to Bankers 

By C. B. Drover 

COMPANY -AVOIDANCE OI' DISPOSITION OF PR0PF:RTY 
AFTER LIQUIDATION 

Re T. W. Construction, Ltd. 

(1954 : 1 All E.R. 744 ; I W.L.R. 540 ; 98 Sol. J. 216) 

On iMarch 25, 1952, the managing director of 'T. W. ('onstruction Ltd., a company 
carrying on business as dealers in plant and machinery, showed to Barclays Bank Ltd., 
who w^ere the Company’s bankers, a documentary credit covering the export of machinery 
by the Company. 'The amount to be received under the credit was approximately 
£1,300, and on the strength of this, the Bank granted the Company a temporary over- 
draft of £1,000 until April 15, 1952. The arrangement was that the credit would be 
collected by Leopold Joseph & Sons and applied in discharge of the overdraft. 
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On April 9, 1952, the Bank was advised that the credit had been extended until 
April 26, and agreed that the overdraft should be likewise extendctl. On May 2, the 
Bank was advised of a further extension of the credit until May 15, and agreed to a- 
corresponding extension of the overdraft and als^'i to the increase of the overdraft to 
£ 1 , 200 . 

On May 7, 1952, a petition was presented for the wimling-up of the Oonipany, and 
on that dale the amount of its overdraft was £803. ILv. On May 9 the overdraft was 
increased by £165 for the purpose of paying wages, ami on the same tlate, the managing 
director advised the Bank that he was going to America on business and that thi‘ inachinerv 
which was the subject of the credit would be shipped on May 1 f shortly aiier which dale 
Leopold Joseph & Sons would be paying the proceeds of the credit to tiie Bank. 

On May ! ^ the winding-up petition w; s advertised in the LnnJon and on 

May 14 in The Twics. On May 16 the Oompany obtained the Bank's permission to 
draw a cheque for £100 for wages and on May 20 the cheque was paivi. On May '21 the 
Bank recei^'cd £1,308, being the proceeds of the credit. On May 22 tlie Bank first 
became aware of the winding-ii]'* petition, when the manager of the branch Cvineerned 
noticed a reference to it m Stnhhs'' (jaccttc. 

On June 23 a winding-up order was made and on July 31 a liquidator was appoinicil. 
(3n August 6 the liquidator took out a summons for an order that the naymem ot 
£1,308 to the Bank was void under Section 227 of the Companies Act, 1948, since it 
vas a disposition of the property of the Company . . . made after the commencemcnr 
of the winding-uji.” 'fhe registrar ordered that the Bank should re-pay to the liquiilator 
the sum of £803. lly., bciiig the amount of the Company’s overdraft immediatelv prior 
to the presentation of the petition. 

On appeal, it was mil n by Wynn-Barry, J., that the granting of the overtiraft and the 
arrangement whereby it shv)uid l>e repaid out of the proceeds ot the credit, represented 
a transaction bona Jide entered into in the ordinary course of current trade f«>r the juirposc 
of enabling the (aMnpan\ to continue its business and was accordingly for the bcnelit 
of and in the interests of the Cx)mpany. 'That being so, tliis was a case where the Court 
should exercise the discretion conferred on it by Section 227 and vedidate the pavmeni 
to the Bank, 'fhe order of the registrar was accordingly reversed. 

Section 227 of the ('ompanics Act, 1948, provides as Ibllous : — 

“ In a winding-up by the Court, any disposition of the property (d the Ck)mpanv, 
including things in aeticai, and any transfer ol' shares, or alteration in the siatus of 
the members of the company, made after the commencement ol' the winding-up, 
shall, unless the Court otherwise orders, be void.” 

I'hus, the C'.oLirt has a complete discretion to decide wlicihcr or not to validate a trans- 
action, and the point which exercised the mind of the C'oiiri in the present case was 
what ought to be the principles which should guide the Ck)urt in exorcising this discretion. 

So far as bankruptcy is concerned, the Court has no discretion in deciding which 
transactions arc protected (sec Section 45 of the Bankioiplcy Act, 1914), and the judge 
rejected at the outset a suggestion that the discretion under Section 227 ought to be 
exercised so as to follow Section 45 as closely as possible. In this the judge followed the 
judgment of Vaiscy, J., in the recent case of Rc Stcane's l^Boimienionth) Ltd. [(1950) 1 All 
li.R. 21], where he said : — 

“ The legislature, by omitting to indicate any particular principles which should 
govern the exercise of the discretion vested in the Ck)urt, must be deemed to have 
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left it entirely at large and controlled only by the general principles which apply 
to every kind of judicial discretion. ” 

On that basis, what were the principles which the Court ought to apply, and in order 
to answer that (]uesLion, Wynii-Parry, J., had resort to the case of Re Wiltshire Iron Co. 
[(1868) 3 ('h. App. 443]. 4’hat was a case where a customer t^f a trading company had 
hoji.i Jiilc t)rdercd and j'aid for goods, anti the company had delivered tbie goods to the 
railway ct^mpany and despatched the invoice, after the presentation of the petition but 
before the winding-up order. !t was held that the disposition was complete betorc I he 
wimling-up order, and the goods were ordered to be delivered to rite customer. 

In his judgment, I a)rd Cairns saiel (referring to an ctpiiwilent section of the Companies 
Act then in Ibrcc) : — 

'fhis is a wholcsi)mc and necessary provision, to prevent, during the gjeriod 
which must elapse before a petition can be heard, the improper alienation and dissi- 
pation of the property of a company in exiremis. but where a company actually 
trading, which it is in the interest of every one to preserve, and iiliiniitely toselb 
as a going concern, is m.'uk: the object o!' a winding-np perititui, \v!iii:h may fail or 
may succeed, if it were to be supposed th.it transactions in live ordinerv coarse of its 
current trade, hona fuic entered into and completed, would be avoided , and would not, 
in the discretion given to the C'.oun, be maintained, the result would be that the 
presentation of a peiiiiim, groundless or well-founded, would, ipso foetOs paralyse 
the trasle of the Company, and great injury, wiiliout any coiinler-balancc of advan- 
tage, would be done to those interested in the assets of the C'ompany.’' 

In tliC later case of 7^e P.irh W'^rJ Co. Ltd. f( !^>26) tdu. 82(S|, the principles in the 
Wiltshire Iron Co. case were a]'»plicd, the judge (Romer, J.) saving : - 

laard Claims evidently regarded the power given to th.e (domi by the Section 
as one given i'or the beneiit and in the interests of the Com|'iany, so as to ensure liiat 
a com]Xiny which is made the .subject of a w4iiding-up petition may nevertheless 
obtain money necessary for carrying on its business and so avoid its business being 
paralysed.” 

That also wais a case w'here between the presentation of the petition and llv^ winding- 
up order moneys were advanced against the security of a dehem ure for the payment of 
wages. (iomn;irlng this case with the case now' under review', Wynn~Parry, said 
(1 All I'.R., ;u p. 7473 

“ Apart from the circumstance that in this case the bank did not go so far 
as to dein.iml a debenture, the facts appear to me to h;ive a di'^tinct similarity. It is 
true tliar only part of the overdraft licre w’as applied in the payment of wsiges, but 
it is clear from the evidence, and, to my mind, it is the only possible inference from 
the fads, that the accommodation arranged was arranged for a limited period for 
the express purpose of enabling the Company to continue to carry on its business. 
’I'hcrefore, to use the language of Romer, J., it wars a transaction ' for the benelit of 
and in the interests of the Company.’ ” 

And again, at page 748 : — 

It appears to me, viewing the evidence as a whole anti drawing the inference 
that I do, that this was a transatlion w-hich is directly within the passage w4iich I 
have rcati from the judgment of Lord (iairns in Re Wiltshire Iron Cu., anil I can 
myself sec no ground lor distinguishing between the amount of the debt existing 
immediately before the presentation of the petition, vi/., /,'803. ll.s*., and the amount 
by which the overdraft became increased after the presenlatioii of the petition.” 
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Monthly Problem 

I’liis rnomh wc publish the following problem submiitccl by a Harelays Bank 
reader in Smethwick, Staffs., to whom our usual award of one guinea has been sent. 
A further pri/e ol’onc guinea is offered to the reader who submits the most satisfactory 
solution. All replies should reach 'I’he luiitor, The Bnnhers' S5 it 86, London 

Wall, P.C'.2, not later than July 19, 1054. 

“ X, a valued customer of Southtown Bank, whilst visiting a siip]4ier in an adjacent 
tv^wii pays into Nort blown Bank for the credit of his account at Southtown Bank a 
cheque drawn on Norihtown Bank for X425. Later in the same day, he returns to 
Southtown Bank and asks them to ascertain the fate of tliis cheque, 'fhey telephone 
Norihtown Rank about i p.m. atui enquire whether the gi’*eu cheque has been paid. 
'The Manager of Norihtown Bank states that, although the drawer of the cheque is not 
'.hort of I'lunls, he cannot coniirm payment until > p.m. in case any instructions to stop 
payment of the chc(]ue may be received from the drawer. Is the Northlown Bank 
Manager correct in adopting this atiiludc? i.'an Soutluowii Bank demand a deftnile 
answer ? lias the customer, X, any rights in the maiter ? 


Ki-.aiu ks will rccill that this rend as follows : — 
prI^blem ' Southtown Bank alfoiils its customer, /, accommodation up to 

a maximum of ^ 2,000 taken on h>:in account, against the security olLi 
legal mortgage (u.er the borrower's residence, which is valued at {,}XV0. I he mortgage 
IS exqnvs^fd to secure the ullinv.ile balance due by /. to the bank on all accounts. \\’hen 
the loan accoum of Z is debit /,'2-0()0 and his curreiii account is credit l 270, the bank 
receives notice of a si condi ciiarge on the propertv created by Z in favour of X. On 
the same day, a clieque tor /^150 drawn by / on his current account is presented tfirough 
the clearing for pavmenl. 

Is the bank justilied in combining the loin account with the currejU account and 
dishonouring the cheque ? If not, what should it ilo ? ’ 

Wc were sorry to iiiid that only four readers auemj^ted to scilve tins very practical 
security problem and they all omitted to consider the possible coiiieniion of the second 
mortgagee that the bank mortgage form was expressed Cvnor the ultimate balance 
owing by Z on all af'counts. Nevertheless, the ]'>rize oi one guinea has been sent to a 
District Bank reader in Nottingham, wIiosl solution covcreil all the other points requiring 
consideration. 

The complete answer may be summarised as follows : — 

It is well settled that the notice of the second charge only lakes precedence in 
respect of fresh advances. (Jlopkinson v. Roll (1861), 9 Il.L.Ch 514 ; Dcclcy v. LlovJs 
Pnmk, [1912] A.C. 756.) By special arrangement, Southtown Bank has lent £2,000 to 
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ils customer Z on fixed loan account, allov\ing him to operate a separate current account 
on a strict creditor basis. In the opinion of the late Sir John Paget, the bank cannot 
therefore combine the accounts or refuse to honour the cheque for £150 which Z has 
drawn on his current account. The payment ol' this cheque would not constitute a 
fresh advance but merely the repayment by the bank of money lent to it by ils customer Z. 
I'hc loan account must be kept strictly separate to ensure that any subsequent payments 
into the current account by Z cannot be appropriated in reduction of the loan balance. 
Any overdraft granted thereafter on the current account would, of course, be a fresh 
advance postponed to the second charge, of which the bank has received notice. Should 
the bank ultiinaiely find it necessary to realise the security in order to recover the lontt 
monies, it would have to combine both loan and current account on the date when it 
demanded repayment, and the net balance of the two accounts would then be ilie 
maximum it cotiKl recover from the security. 

It must be remembered, however, that the legal position set out above lias no! 
been proved in the C Courts and X might claim that, as the form of charge was expressed 
to secure the ultimate balance due by Z to the bank on all accounts, the security was 
available only for the net balance obtaining on tlic day it received notice of the second 
charge. Nevertheless, in such event the bank could hardly dishonour the cheque for 
£150 presented on the same day as it received notice of the second charge. If the 
borrower had agreed in the charge not to create any encumbrances on the secuiit>', 
his bread! of covenant would be adequate reason tor demanding repayment of the 
loan and thereby obtaining the right to combine botl! the accounts. Presem:ition of 
the given cheque for £150 on the same day docs not, however, allow the bank time to 
serve due notice on Z of their intention to combine the accounts. 

In practice, the cheque could be ]X!id without question, but prudence might dictate 
that an acknowledgement shoukl be obtained from the second mortgagee confirming 
that tilt hank security covers the full amount of /J2,000 outstanding on the loan account. 


Banking Diploma Examination, 1954 

Finance of Foreign Trade and Foreign Exchange 

This was quite a reasonable paper, candidates being given a good choice of question^ 
and emphasis being placed on the iiraciical, rather than the theoretical aspects of the 
subject. Whereas in ]'>asi years there was a tendency for the questions to be rather of a 
theoretical nature all questions now arc essentially practical ; to that extent preparation 
for the examination should be the more beneficial to candidates in enabling them to deal 
with problems relating to foreign trade and foreign exchange which might come their 
way in their banking live.'. 

As has become traditional, the hrst question is obligatory and arithmetical (this 
was the only question in which any arithmetical working was required) and candidates 
were required to answer four other questions from a choice of seven. Ehc arithmetical 
question was based on dealings in foreign exchange in various centres and was set in 
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tlie pattern of the greater freedom in dealing which is now allowed and the recent 
re-introduction of arbitrage with certain centres. 

'rhe old lavouritc Fonvard Exchange once again made its appearance, and the form 
of the question could scarcely have been simpler. '1 he o.her questions coxered a wieie 
spread of the problems of Foreign Exchange, and not Ironi a tlieoreiical point of view. 
It is well recognised that this is a dillicult subject for siudents, especially as the great 
majoriiy of them do not come across such problems in their daily work, but the questions 
followed I he syllabus, and students who adhered to ihe syllabus and also followed current 
hanking and financial literature in connection with recent developmcnis in ihe subject 
should not have the disappointing experience of liaving to present ihemselves for 
examination again next year. 


QnrsrnLN 1. — /I’ iji the Ltyndoti I-nreiint Mf/rh 

Dulch ^^Nilth rs. He ohtiilns the foUuHtni qnnu liens : - 

I Arfldon quotes 

I/i'I/aud quotes ... 

S'teir:'eriaud quotes i^uilders ... 

Lofidoft (fHefes v.S\to,v /roues 


! !•: lour of 


10 0 5,' 

1 


200,000 


lu tefiteh ee/itre eou he dispose oj the eurreuey o: the l\:<! ViUe ? In your iiusu'er shoze 
the fii:es ot ivhteh he eould seorh iu <oeh eeutee^ oud your zi'orkioys. { [ignore any question 
of brcheroi^es and eountdssions.) 


fl'he dealer coulv.! sell Dutch guilders in the \aiioiis marked at the following rates : 

In London 

In Holland 10 o3,;, 

In Swil/ciland . j 1 4 n4 against Swiss francs 

'1 he “ Cl OSS rate ’’ lor guilders against sterling is based on the selling rate of guilders 
in Swil/erland of i 14 ()4 anfl tlie selling rate of Swiss francs in Londv>n of l.MS;\ 


flic workings for the ‘‘ cross rate arc as tbllows : 


111- 64 

S\\ iss 

i Vanes 

100 

guilders 

1 

Swiss 

iranc 

100 

114-64 

guilders 

1:^18; 

Swiss 

1 Vanes 

100 12-18875 

1 14 04 
1218-875 

111-04 

guikiers 

guilder^ 


10 632196 guilders 

The relative rales for the deal arc therefore as follows : — 

In London 

In Holland 

Through Switzerland 


114 04.J21.S S7s- 10 0 32190 
1 1404 
72475 
6;s784 


4()910 
.34392 
251. SO 
2.:928 

22520 

11461 

110560 

103176 

73840 

10-63375 
10 633125 
10-632196 


3a 
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It is therefore in Switzerland that he can dispose of his currency at the best rate, 
that being the centre which yields him the greatest amount of sterling for his guilders. 

Question 2. — Disam briefly the importance of the Bill on London in relation to foreign 
trade and give examples of its nse. 


'riie importance of the bill on l.ondoii is closely linked with the liigh importance of 
sterling as an internal ional currency. Owing to the magnitude of foreign trade trans- 
actions within the sterling area itsell' and the extent to which other countries buy and 
sell in terms ot sterling that currency is the one which is used in something over one- 
half o( international trade mmsactions. Such trade between nations results in one 
form or anotltcr in a bill being drawn in sterling, and tiierelore on London. 

Another factor in the importance of ihc bill on London is the high repul<irion of 
the Hritish banks for their skill, experience and integrity, so making documenlary credits 
issued by them to finance overseas shipments — and these result in bills being drawn on 
I.ondon — readily acceptable in all parts of the world. A further incentive to other 
countries to use London is the relaiive cheapness ol' the financial facililies ihere j’)rovided. 
I.ondon is traditionally a cherrp linancing centre and though in recent years a lew other 
centres have c-ame to compete in these terms — Holland and Belgium are now as cheaj'* 
if not liieapcr than I.ondon — commissions and interest charges in London are, in general, 
considerably lower than those ruling in practically all other linanciai centres. Ahireover, 
tlicrc are in I.ondon unsurpassed facilities for dealing in hills, the discounting facilities 
offered on the London market being more highly developed than in any other financial 
centre. 

Ihom a wider poin*. of' view the ImII on I>ondon is also oi g '.sU importance to t.hc 
British econc^ny in that, it is the means by which British banks swell the \’oluire of the 
Country’s invisible exports by their earnings from abroail. 

Bxam]d*cs of the use of the bill e.n l.ondon arc as Ibilows - 

1. A consitlerabie pnipOiL-oii oi’ the in/p of trade of ;lte IJ.K. is i in. u iced by 
docLnnemar\' credits opened by ilie iJi -tish hanks, on behali’ol their cusioiucrs in 
this countrs', in kivour ot shippers abroad. On mabdiyg shipment under these 
cred ts tile exporiv^rs abroad tiraw bills at sight or acce;)ia.u:e under the credits. 

2. Where British -ue liuanced by means of credits the fi-’iatK'c lakes the 

forn'i of Overseas banks asking British l\ir.ks to open their creJ.ils in favour of 
the Brilisli exponers, or of adx isiiig their own irrcvoeable cre-Jits through the 
Jhiiish ixinks. In each caw ihc British cxporier after shipping his goods will 
draw a bill on J. on don. 

3. 'The trade between two countries both (eorsivie the sterling area is often financed 
in terms i>f sicrlieg and by means of credits opened by British banks, and these 
result in tlte drawing of sterling bills. When Sweden buys colfce from Brazil, 
for example, tlte' shipments are often linanced in sterling by the openuig of a 
credit by a British bank. The bill would be drawn in sterling by the Hra/ilian 
exporter on the London bank, reimbursement being eventually made from 
Sweden. 
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4. British banks, mainly tlie merchant banks, arc prepared in certain special eases 
to give lines of credit to overseas importers who arc buying from another country, 
c.g. the Lazards w^ool credit for France which has now been running for some 
live years, 'fhesc lines of credit result in drafts being drawn on British banks 
by the overseas merchants, the drafts usually being discounted and the proceeds 
used to pay the suppliers. 


Quiotton 3. — Give a shon chscriptioji of fmeard cxchani^c. [fo:c do the hanks 
coz'cr their forzvard operations? What effete if any ^ do short-term interest rates in the 
relative centres note have on forward quotatiotis ? 


Forward exchange is the term applied to the purcliase and . or sale of other currencies 
for deliveiT at some time in the future, the rate of exchange being determined in advance, 
i'hc piiq'jose of forward exchange contracts is to enable merchants and tnulers, once 
the)' are commilied on commercial transactions which have been arranged in currencies 
otlicr than their own, to eliminate the risks arising I'rom lluctuaiioJis in rates of exchange. 
Forward exchange deals provide for foreign currency being tielivered at either fixed 
dates — usually at periods of one month up to six months — or for delivery over a period 
at the customer’s option, in an option contract the option relates not to whether the 
foreign currency will in fact i'>e delivered or taken up but to the dale on which the trans- 
action will be linali>ed. 

Where quotations are made for forward transactions in other curroricies they are 
quoted iti terms oi' premium or discount on the spot rates. Whether another currency 
is quotctl at a premium or a iiisC4)unt on the spot quotation, and the extent of that 
premium or discount, depends on (a) demand and supply i’or the foiward currency, 
(h) the ivlali\ e levels of interest rates in the two financial centres couceniecl, (c) economic, 
financial and political coiulitions in the two centres, and {d) the general estimation as 
to whether one currency will appreciate or depreciate in terms of die other over the 
next few^ months. 

Deals in forward exchange may be made only when there is a couuuerciat back- 
ground to liie iransaciion, and these deals must be made through autlioriseii dealers, 
licforc the war this -a as not so and speculation in currencies was facilitated by the 
existence ol tiie forward market. 

Banks cover their forward operations by marrying irp,” wherever possible, 
forward purchases and forward sales. Where there is any balance left alter the marrying- 
up process forward sales arc covered by forward purchases (outright or through swaps) 
or by spot purchases, and vice versa. 'I'hc covering of I'orward options is rather more 
complicated but it .*t based on the same principles. 

Short-term interest rates in the relative centres now have not so much effect as 
formerly on quotations for forward exchange. 'I'his is due partly to the limits placed by 
exchange control authorities on the size of' spot currency' balimccs which may be held 
abroad. As much as anything, liowcvcr, it is due to the fact that people and institutions 
arc now more concerned witli the security of dv'ir capital than with its yield, with tlie 
result tliat general economic, political and psychological factors arc now more important 
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in determining quotations for forward exchange than the short-temi interest rates in 
the relative centres. 

Question 4. — A British merchant 7eho is entering the export trade asks for information 
on the ways of covering the various financial risks involved. What advice would you give 
him? Describe briefly any special facilities available to British exporters. 


Advice to a British merchant who is entering the export trade and asks for infor- 
mation on the ways of co\'cring the various iinancial risks involved would take the 
following form : — 

1. Before entering into financial rclationsliip with a buyer abroad he should first 
obtain Ironi his bank an np-to-iiate report on the financial standing and integrity 
ot the importer, 'riirough its wide network of agency arrangements with other 
banks abroad his bank will readily, and freely, obtain this information for him. 

2. lie should arrange tor iniyment to be made in sterling, as he thus avoids the 
risks of unforeseen fluctuations in rates of exchange. If the foreign buyer 
insists on paying in his own currency, and conditions of the inarkoi arc such 
ifiat the exporter lias to accept currency rather than sterling, the British exj-Jortcr 
should sell die currency forward to liis bank under a ibrwaixl contract. 

3. He should try to arrange for payment to be made under a e»)n finned credit to be 
opened in his fav our by a British bank. He is thus certain of receiving paynicnt 
for his goods provided only that he obeys the condition of the credit, conditions 
which in fact originate from the terms of his own contract with tlic buyer abroad, 
ddic most favourable form of confirmed credit would be one [providing for 
payment at sight. If an acceptance creilii must be taken lie may siil! obtain 
immediate cash by discouiniiig the bank acceptance (in such cases he sliould, 
if possible, arrange for the buyer to pay the discount and stamp cliarges, either 
directly or by their being included in the invoice price). 

4. If the foreign buyer is not prepared to arrange for the opening ol'a British bank’s 
confinued credit the exporter should consider covering his contract with the 
Exports Credits Ciuarantee Deparunent. Such a guaraiiiec would cover him 
against almost all the financial risks involved. A “ contracts ” policy would 
provide cover from the time the contract is entered into, whilst a “ shipments ” 
contract would provide cover only from the time of shipment. Maximum cover 
provided by the E.C.Ci.D. is 90 per cent, in respect of insolvency of the buyer 
or protracted default, and 85 per cent, in respect of other risks such as the non- 
provision of sterling by die buyer’s governmental authorities, the imposition of 
new exchange and import restrictions which prejudice the import, outbreak 
of war, etc. 

5. On the strength of E.C.G.D. cover the exporter’s bank would probably be 
willing to negotiate documentary drafts drawn on the buyers or to grant to him 
acceptance credit facilities against hypothecation of the relative documentary 
drafts. 
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Question 5, — A customer who is buying wool from Australia asks your hank to 
arrange the financial part of the transaction for him and in addition to make facilities avail- 
able to his Australian supplier to enable him to purchase the 7:ool some time before it is ready 
for shipment. Explain zvhat you would do to satisfy your customer s requirements. 


A well-established banking practice exists to finance the buying of wool from 
Australia with the additional facility of the Australian supplier receiving cash at an 
early date so as to enable him to purchase the wool some time hclbre it is leady for 
diipment. If its customer is of satisfactory Manding., a British bank would open for his 
i-ecount through one or oilier of its banking correspondents in Australia a documentary 
Livdit in iavour of die Australian shipper. 'I’he credit could provide for payment to 
be made at sight or at usance, 'fhe British bank would take a letter of hvpotliecation 
from the customer when opening the credit. 

So llir die procedure is no dilFcrcm from that under which any import of goods 
1 ' hnanced by means ofa British banker's i redit. h’or the Australian wool trade, however, 
•f'.ecial facilities exist known .‘s liiose of the 'Red (laiise." Ihider this system the 
redit would contain a special clause A'allid the Red C'laiue" simply be.ause it is 
cMially ty]X‘d in red) which authorises the Australian bank through whom the credit 
IS passed to make advances against some Ibrni of trust receipt to liie heneticiary prior 
lo the shipment of the goods covered by the credit. When the wool is ship]>ed drafts 
arc drawn on the Australian bank, 'rhev arc ]n'esenied to the bank witii the relative 
shijiping documents, they arc negotiated luid the proceeds ol' die negotiation go to 
liopiidaic the advances previously nuuic. 

Documentary drafts drawn under the credit are ]\iid and or accepted by the British 
hank on due presentation to them by the Australian bank and the shipping doLiinienls 
are passed on to tJie customer against cash or debit to his account, or under a 'frust 
ikceipl,” according to the arrangements made with the bank. 

d'he above procedure has the advantages of enabling the importer to lake ilelivery' 
ol' the wool as soon as it arrives in this country (the shipping diocumenis would have 
C(.5me by airmail wdiilsl the w\>ol would have come b\ sea) and also the Australian supplier 
would be provided with cash with which to bu} die wool, usually at die wool auctions, 
before he is in the position to present shipiiiiig documents. 


Question 6 . — (Ere an aeeoum and explanation of the re/axatioin announced in the 
autumn of 1953, of restrictions on the granting of credit facihnes abroad by British banks. 


A basic factor in the pre-eminence of London as a financial centre is i\w. credit 
facilities provided by the British banks to banks and otlicr linancial institutions abroad. 
Before the war there w^erc virtually no restrictions on the extent to which British banks 
could grant such facilities. With the institution of exchange control, however, such 
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facilities may be made only under the regulations and the directives in force at tlte time 
on the part of the exchange control authorities. 

On various occasions in recent years restrictions on the granting of such facilities 
have been ruled by official policy relating to general financial conditions and the position 
of sterling. In the spring of 1953 sterling was relatively weak and it was felt that some 
countries and some institutions abroad were misusing credit facilities obtainable in 
London in order to “ bear ” sterling. Accordingly the Chancellor of the Exclicquer 
in his budget speech of April, 1953, introduced various restrictions on ffie granting of 
credit facilities abroad by Rritish banks. 'I'hc relaxations announced by the Bank of 
England in the autumn ol' 1953 were largely a repeal of the restrictions introduced in 
the spring of that year. The relaxations, which arc still in Ibrce, took tlie following 
form : — 

1. British banks may now accept drafts jU 120 days sight covering the shipment of 
goods where such a tenor had become usual, d'his pennissible acceptance at 
120 days sight is generally interpreted as being applicable only to “ long ship - 
ments ” of goods, as for example shipments of wool from Australia to European 
countries and shipments ot' tin anel rubber from the Vuv East. For “ short 
shipments,’' e.g. shipments between luiropean countries, 90 days is tlic usual 
maximum for the tenor of acceptances under facilities granted by British banks. 

2. Re-finance is iiow^ again permitted where it had become a UMial method of 
finance. Under the procedure of re-finance the drafts at usance are drawn on the 
British bank opening the credit not by the exporter but by the importer, and 
full advantage is taken of discount rates ruling in London. It had been felt 
that through the allowance of rc-fintuice facilities certain countries had unduly 
delayed their sierhng [xivments. Re-liiiance was accordingly disallowed in the 
spring of 1953, but re-iniroduccd in the autumn with the growth in cc nfideiice 
in sterling. However, re-finance is not now sucli an at tractive proposition to 
overseas countries as formerly, owing chiclly to the rise in discount rates in 
London, ami little advantage has been taken of this recent relaxation. 

3. The granting of pre-finance facilities by British banks will Jiow be favourably 
considered by the Bank of England where this method of finance was formerly 
traditional, and new cases also will receive consideration Under the pre-finance 
procedure cash is made available to shippers in countries abroad before tlicy 
have shipped their goods. This is not a method of finance which finds tavour 
with the British commercial banks and little use has been made of this recent 
relaxation. 

4. Against the policy which had so far ruled, overdrafts may now be permitted to 
non-residents for short periods. I'hey may be made only with the permission 
of the Bank of England, luid this authorisation is likely to be given sparingly, 
as for example where export trade from tlic U.K. for any other part of tlie 
Scheduled 1‘erritorics would be frustrated ” by reason of tlie lack of such 
facilities. It is understood that few cases of overdrafts to non-residents have 
in fact been allowed by the Bank of England since the announcement of the 
relaxations. 
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Question 7. — W^hat progress has been made since the end of the war in freeing sterling 
as a means of making payments between different countries ? State broadly the restrictions 
which are still operative. 


Sterling is the most widely used currency in tlie setilemcnt ot international debts. 
It is regrettable that the clTect ot exchange control is to restrict this international use of 
sterling. 1 he authorities, however, are conscious ot the fact that it sterling is to maintain 
its prominent position in international trade it must be matle as freely useable as ]M^ssible. 
Restrictions on its use by otlier countries have been eased step by step in tlie |M>st-war 
years and the position now is as tree as it has been at any lime since the insliiutioii of 
exchange control in 1939. 

fhc progress made in this process ol freeing sterling may be hrielly recounted as 
ibllows : — 

1. Payments in sterling by all residents outsiiie the Scheduled 'lerritories may he 
made to the U.K. and the rest of the Scheduled 'PiTri lories quite freely. Such 
payments may he made irrespective of the origin of the ticbi or of the nature ot‘ 
the transaction. 

Payments may be made by one part of the Scheduled T'erritories to another 
without restriction except in so far as certain parts of the area may ha'. e 
introduced minor restrictions lor special reasons. 

2. In 1947 the transl'erable account system uas introduced under which countries 
which are members of this group ma}’ ireely make payments in sterling between 
themselves, 'provided sterling from a iranslcrable account is used. 

5. In 1951 translerable account facilities were olfered to all member countries of 
the Huropean Payments Union and as a resuk the area of the transferable account 
system was extciuieci. 

4. In 1952 Aiuerica-i and C\inadian sterling accounts were made interchangeable 
so till as payments in sterling wore concerned. 

5. Ill A\ari.h, 1954, the “ imkicaiioii of sterling/' measures were introduced. 
'The clfcct of this was considerably to extend the system ol transferable accounts. 
So far as sterling payments are concerned there are now only 4 groups of countries. 
{a) Scheduled Territories. 

{b) American and ("anadian Accounts. 

(c) 'Pransfcrable Accounts. 

{dj Persia, fUingary tmd 'Piirkcy, which for special reasons were excluded from 
the uiiilicaiion ” measures. 

6. Short of converting their sterling into dollars and/or making payments to 
American and (Canadian accounts other countries of the w'orki now suffer very 
few restrictions on freedom to transfer sterling between different countries. 
The only restrictions suff'ered by other countries are now in fact tJiose which 
would involve tlie sterling area itself providing dollars in exchange for sterling. 
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Question 8. — Write short notes on the foil uzcing : — 
{a) A c 071 firmed irrevocable credit. 

(/?) “ Exchange as per endorsement.'*'' 

(t ) “ Full set ” of shipping documents. 

(d) An exchange 'izvap. 


{a) A confirmed irrevocable credit is a documentary credit opened by one bank on 
the instructions ol' another, the undcrUiking on the part of both banks being irrevocable. 
"Fhe commonest examples of such credits are those opened by British banks in favour of 
British exporters, the British banks acting as agents for the banks abroad who them- 
selves would he acting for the impoiters. In these cases the bank abroad woukl instruct 
the British bank to pass on its irrevocable undertaking and would ask the British bank 
to add its own confirmation. vSuch a credit would actordiiigly carry the firm undci- 
tiiking of the two banks, 'fhe advantage to tlic beneficiary of such a credit is that once 
he has leccived the credit the terms of it, and indeed its very existence during its validity, 
may not be cancelled or altered in any way without his consent. 

(/?) “ Hxchange as per cnvlorscment ” is a clause used in respect of bills drawn in 
sterling by British exporters on their buyers abroad, almost without exception in Australia, 
New Zealand and South Africa. 'Fhe clause is used for the purpose of fixing riie rate 
when the draft is negotiated with the London office of the colonial bank. 'Llie bank at 
that stage fixes the rate of conversion of the sterling into the tbreign currency and 
endorses the bill accordingl} . Basically that rate is the London office's rule for buying 
bills at that particulai tenor, e.g. 3 months after sight. 

Whether the draft gi>es f'orward as an ordinary sterling draft or is claused exchange 
as per endorsement’’ is of concern to the drawee rathvr than the drawer, as under the 
first alternative the exchange would be lix(*d only on the dale ot ’payment say in Australia, 
w’hereas under the second the exchange would be lixeel long befoic the drawee saw the 
bill and its accompanying documents. 

In the event of such a claused bill being unpaid and the negotiation being tlebited 
back to the U.K. exporter, he may be faced with a dilference on the exchange. 

(c) d'he expression, a “ full set ” of shipping documents, is a term sometimes used 
in connection wdth the documents to be presented under a banking documentary credit. 
'Lhe cx]ircssion is ambiguous in that the precise documents it covers depends on tlie 
terms of the contract underlying the credit, i.e. c.i.L, L’.O.B., &c., and also certain 
importing countries require additional documents such as C'onsular Invoices, etc. 

Basically the shipping documents required for ]')rescntalion under a documentary 
credit covering a consignment of goods under a c.i.f. contract would be : — 

1. Bills of lading, preferably a full set, clean, “ on board,” I'reight paid, and 
relating to a current shipment of goods. Bills of lading arc usually issued in 
sets of 3. A forwarding agent’s receipt would not be acceptable unless specifically 
authorised under the credit. 

2. An insurance policy covering the shipment of the goods. A policy is usually 
demanded, although a certificate of insurance is acceptable if specifically 
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authorised by the credit. The insurance document should be of recent date 
and clearly cover the consignment of goods specilied in the credit. It should 
also cover tlic full invoice value of die goods, and preferably 10 per cent, more, 
and sltould be expressed in the same currency as is the invoice. 

3. The commercial invoice, signed by die seller. It should clearly relate to 
the particular Inmsaction and the partimtlar goods, and the invoice should 
include information relating to the particular goods, i.e. number of bales or 
packages, gross and net weight, together with a description which exactly 
corresponds with the terms of the credit. Marks and numbers should appear 
on the invoice and should agree widi the other docuincms. 

'1. Other documents such as consular in. oiccs, certificates of origin, weight notes, 
etc., which arc usual in certain trades and in respect of the shipnteitr ot certain 
kinds oi'j’oods. 

An exchange swap is rhe term applied to a transaction in tdieimi cxchanj;e 
Jcalii]^ where a spot purchase or sale is matched with a i'uinie sale or pureha‘-c (or the 
s.inic amount ol eurretiev. An cxehan«ze swap comes into hoiiii.::, ti>r example, when a 
vi ader or a holder of {oreij^n currou;.;, doe-s not re.iu.dc the use of that eunvnev for, 
■diy, thiee months. Hy sellinj; it spot and Ini', ing it 'nael: Ibrward he obtains liie use of the 
odier currency tor, vay, three months, but he regains rheoriL^inal currency on the Jinturiiy 
(>: the forward (ncrchase. l:xchantte swaps arc also used to cover exchange risks on the 
li'dvlinj^s of foreign currencies, h'or example, a dealer wlio wislies to maintain a certain 
aniount oi another currency without the risk o! loss through iliiciualions in rates of 
cschantte may buy llie currenev spot hut at tiic same time sell il tbrward. If he wishes 
te continue his holding; of :lie currency after the maturity ot’ the forward purchase he 
v'ouKl repeat the operation at iliat lime. 


Book Reviews 

I'/ie Sf,Kk .s. P.v 'P. K. M.\caaKi-, i\. 1’. P.. A. 11. ( '.m.'.xwath anJ Pmfessor 

if \V. if\isH itdindoii; 'flic liisiilulc ol Hanker-,. 7o. >s.' 

I’OIjK .Spiiiiy Lcclurc:: Jcli\crcd hcforc rhe Instiiiilc ol Hankers in M. i:\ii aiui Ai'ri!, 1954 
(lave been broiiplit together in this sliorl hi>ok, wliieb covers a \v«de laivac I'l ''iihjceis connected 
wnh the stock nsirkets. No ailcinpL is made to give an exh.iusiivc exaininaiion ol tite stock e.xchaiiges 
and their vvork, hut an anthorilalive account is given ol sri>ck e.\<'li.in'tc op.er.aions, new issue 
technique, and of the place of security dealings in the national eci>iiv>iny. i\ir. Maguire, a member 
ot rhe (a.'uncil of llie I .oiidtin Stock Kxehange, in his lecture on “ Operaiions and 1 eehnique,” 
gives an expert description of rhe history and orcanisatii -n of tf.e ' iifaise,” laying particular 
emphasis on its essential function of creating and m.-nntaiiiin t a tree rn.irket lor the purchase and 
sale of securities. He lecords the ever-gnn\ iiig sense o« respi-nsihiliiy with which the JStock 
lixchange acts and touehe^ on the part it has played in rating the general standard of company 
practice. 'Phis latter theme is elaborated by Mr. C'ooke, wlio, as sckrelary <.)! the Share and 
Loan nepartment givc^ an inside aect>unt of the severe “ vetting ’ which all securities receive 
helorc permission is given to deal in them. Phis lecture describes the changes that have 
occurred since the time, not very long ago, when almost any new stock or share could be admitted 
to stock exchange dealings after ctMiipliance by the spimsors with a tew simple lormalitics. 'Phe 
principle of cutvut emptor was relied on at that time far more heavily than it is to-day. One effect 
of the extreme care now taken to see. that only reasonably st)imd .securities are handled on the 
stock markets is a great improvement in the standards i>f integrity in cimipany priMiiotiims, the 
shady company promoter, who flourished up to the time of the lirst world war, having now largely 
disappeared. It may be added that the Prerenrion of Praud (Investnicms) Act of 1939, as well as 
Slock Exchange action, has of course, cuntributed very largely to his disappearance. Another 
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point made by this lecturer is that the Stock lixchange control of new securities to-day is more 
stringent than company law, but at the same time is nu^rc flexible, and can therefore be applied 
more effectively. 1‘or this reason, the (^ohen (\.»mmittce on Company Law was content to leave 
some important matters of company practice to w'hat they termed “ the more llexiblc machinery 
of the Stock lixchange.” 

Dealing with the relatioiisliips of the stock exchanges with other financial institut:ons,. 
Mr. (iarmvath, of Haring Hri»thers and Co., brings out the immense amount of time and energy 
cxpcncletl by issuing houses before an issue of new capital can appear before the public. He 
also provides instructive estimates of the volume of business reaching the stock exchanges from 
different classes of investor, such as the private individual, the investment trusts, and the insurance 
companies. 

In a Ici turc on the economic luiictii>ns of the sti'ck exchanges, Professor Taish emphasises 
the value of the speculator, and gives* a lucid and informative account of the function of speculation 
in the commoility and nicral markets through deali.ngs in “ futures.” He then makes the rather 
startling suggestion that lacilitics for “ futures” dealings in securities slioiild be developed by the 
stock exchanges, and shows how, iii hyptnhetical cases, these would be valuable by rctlueing rlie 
risks of investment. Professor Paish admits that such opcratituis would be more dillleult in security 
than in commodity markets. Dnc dilficulTy, of course, is that whereas commodity markets deal 
in well-recognised and standardised grades of produce, the stock markets handle an enorme.us 
number ot widely diverse securities. Whatevc.* the market elfect of putting his ideas into practice* 
one certain result would I c a great addition to the ammunitirm at the disposal of .Socialist critics 
of the C'ity and its doings. 

London. .A. ff. Day 


Statistics as Applied lo Accouniin.^ Data. Hdiicd by C. R. Cuktis. (London : Sw^ect & Maxwell 
l.id. Pp. J5b. d2v. Gd.) 

Most accountancy bodies examine entrant candidates in the subject of Statistics. 
Conseciuenily, any book intended for the professional acctniiuant would, we should have 
imagined, assume a know'le<j.ge of the more elementary aspects t)f tiie subjci.r. N'aic the less. 
Dr. Curtis feels ih.il his rcaJers will need guidance ah initio^ and alinosi half the book is given up 
to what should have been laiight during the student’s lirsi year of statistics. 'I’hc second half 
includes seventy pages in which the author 'and the printer) ger down to the advertised purpose 
of tlie book. Here we have an extremely useful survey of ihe methods t)f disjilayiiig such facts .is 
statistical analysis m.av have elucidated. 'Phis part is handsomely done, aiivl goes a long way 
towards justifying rhe rather higii price asked tor a iexlb«n)k lor beginners. 


The Journal ol hininiLi- and CJrcJifs. H'rankturt am Alain: N’erlag b’litz Knapp, May 
‘ Pp. 44. ‘ DM 2.) 

'I'lilS journal is j'*ublishcd bv ihc cdiiors of the Xcilsclaifi fur ilas jW-'^anirr KnJit'a'cscn, who 
have reprintcil in P'nglish some of the imue interc'aing articles which have appeareii in (rcniian in 
their fortnightly review. It is presumably rheir intention to issue tliis linglish edition, twice a 5 *car, 
as the articles contained in this special issue have appeared during a pcritid of six months. 

'I herc is no doubt about the very high standard of the articles which have been selected, 
d’hcre are three articles im ec]uity shares, one each lor America, Swit 2 t‘rlaiul and Holland, wdneh 
will be of particular interest U) tiii^sc bdiglish readers who have given any thought to the tuturc ot 
the Ih’itisli investor. 'Phese articles, written by differcni authors, arc comprehensive and lucid 
surv'cys of investment problems in the counrrics ci>nccrncil, and there is more than passing interest 
in Dr. RosenstiePs remark that the New Deal legislation was primarily responsible for a dearth of 
cejuity capital in the United States. In addition to tliese articles, there is an International Hanking 
Siu'vcy which covers Germany, Belgium, Switzerland and Lngland. 'Phere is perhaps little merit 
from the Hnglish reader’s point of view in including a section I'n British banking, since so incu h 
material is already available to finglisli readers, even in the United States. Although the survey 
of foreign hanking is not so extensive as is usual in Hnglish financial journals, the general standard 
of informal i(Mi is higher than in some — this is particularly true, as could be expected, ol the section 
on Germany. 

'Phe main criticism Is to be ciirectcd not against the content of rhe articles, but against 
the translation. It could, for example, be doubted whether “ The Journal of Piii.ance and C'redits ” 
is the best translation of “ Zeiischrifr fur das gesamre Kreditwesen It would perhaps be better 
to make a freer translation, say, “ Banking and I’inance Here and there throughout the text, loo 
traces of the original German can be seen beneath the Hnglish translatiom While this may give 
a touch of authenticity, it may offend the purists w'ho are always bei uns. The editi>r.s of the Zeix- 
schrift fur das f^esainte^Kreditwesen are, however, to be congratulated on their publication. 

Lombard Street. Alexander Milton 


July, 1954 



45 


Banking Appointments, etc. 

Barclays Bank Limithd 

Hxctcr District, L.II.O. . Mr. R. \\ Barclay, attached to Kxeter L.1 1.0., to he a Local Directors' 

Assistant. 

Luton District, L.II.O. . Mr. II. I J. Lainberr, atiaciicd to Head Ollicc, Advance l^cpartmcnt, 

to he a I ocal L^irectors’ AssiNtanr. 

Head Ollice, Inspection Mr. C. A. Oipns to be Assi-aaiit ( diicr Inspector. 

Departincnt. 

Head Ollice, 'Lrustee De- Mr. J A. Whittaker, from X-or\\iclj, to he Matia.eer of Slnewsbiiry 
parinient. BranHi. 

B*av Mr. 1*’. M. Dove, fnnn Lommercial Ri ad, to he Manager, 

t '<n)\Tiu r«:j.il Ke^ad Mr. J. II. Holmes, I'rom Oxlord ( .ircii',, to I't' Ahinaeer. 

r.dmonton, Lower Mr. L. H. Hill, faun Ponders lind, to he Maiiaiier. 

> Cireen, Cjrcen Air. A. W'. l^hnes, frvmi Knii:htsl»i’ivli;e, to he .Wauai^cr. 

I a ties. 

l\nv;e . Mr. W. R. Ilcrrim;, from I 'pper 'l^iorin^ and WliiuIswoiiI’ ( lommon 

Branches, l<» he Mana-^er, 

Ponders r.iul Mr. H. S. Lovell, Irtiin cheea Lanes, Palmer’s ( ireen, t»' he Manager. 

.Siieplierd’s Bush, Gold- Air. P, W. Jiiitice, iroiii Kinc’s ( ross, to he Alanae.er. 
hawk Road. 

roc/tiuj^. I ’ppiT and Mr. V. Cl. ( 'ochrane, frt'in Lastcasile Sirect, n» he A\.ina; 4 cr. 

Waiidsu on h ( a)minon. 

\'au.\lvill Bridc^e Road Air. M. |. Dowd, from G<>!dhawk Road, Shepherd's Bush, to lie 

Maiiajcer. 

Birkenhead, ( Sharing Ooss Air. (1. \\’. .Niarsh, from Great ( aa'shv, to lie Alan iger. 

Pcidgnorth and Much Mr. h'. 1. Hovot\l, from Tculniry W'ells, ui he Manager. 

WeiUoik. 

l?i iijliilinj-sea Air. J. L. P. Price, from ('okhester, ju he Manager. 

Pnrv St. lidnuinds Air. ('. I.. VCilliams, from '1 hiC Pantiles, runhridge Wells, to he 

Ainnagor. 

I ■•igjifo.i Bir.'Z.ird Ali. li. .Saw’ver, from Ne\vi'<'rf Pagnell, to he Manager. 

1 ivet;’''ol, Bold Street Air. W. IT. Steplienst'n, Irom Vv all<in Road, I iverpool, to he Manager. 

Liverjiooi, \\'alton Road Mr. 11. Smiih, from Birkenheail, t.hanng t h'oss, to he Manager. 

Monkwearmouih Air. K. V<'liillaiice, from Newcastlo-uiion- I viie, Byker, to he Manager. 

Morecauihc and Aloiv- Air tk 11. Yates, I’n ni Biric'' .Street, ihaci.poiM, to he .Maea'ter. 

carnhe, West hiul. 

-New Brjgiiiori Air. li. h' s, fo*ni BtiM .’'.ireeT. !,iverpo'‘i, :o he M.inai,a*r. 

Newport Pagnell Air. If j. Sear, tr«'m P»edl«',nl, i»> !ie Mam ’er. 

P- ntclaiiil AL'. II. L. Kohinson, Iroui llestMin, to Oe kinagiT 

SiirevvsSiiiy iM.-. L. If ( 'ro,>, fmrn Bi ul-.gio-rth caid 'X'enioik Biarulios, to 

he \’an.',>.^r. 

Stroi i.l Air. H. N, llarvev, Iimmi *Mil'oiii ''‘’tie. i, P>.!*.1), {<i lie A\ aiag.ei-. 

I'enhin v W- I!s . . zMr. ]. \Xf Ifav, In’m Hereford, tii he Al. ii tger. 

i’urihridsV' W'ells, 'I lie Air. 'X'. 1'. .Mlaii, from Strood, U; he M.niig', r. 

I’ani lie.. 

f>'vrord ( arcus Mr. ’ . ! . ( /lari to I'e Assja.uit .M.ui iacr. 

Bcdfiird . . All. P. hf Barred (o he .A'si-taiiL Manager 

B.nu'LAVs Bank (Do.minion, (X)I.omai. .'nd Om-km as .- ' Ir. < • h. Le '.is to he a Alemher of 
i: e lamdcMi ( aimniidee. 

Lr.ovns P. '.\k Llmiiio 

HcadtJlhce . Air. A. H. h’.nsor, ;i (. lac! Generai Alanagcr. is rclirin; lai jtine .30, 

after -16’. years’ ser'afa:. Mr. (f Y. ^mwl»^^d, Assistant 
('liief C3eneial Alanager, to he a ( hid ( leneral Alanagcr. Air. 
H. B. Lawson, M.C , Priucijul, I egal l)^.parLmenh to he As.sislant 
Ghief General Ma.ive|:v:r. Air. If P. D. Gnyer, an Assistant 
(jciieml Alanager, to he a joint ( rciieral Alanager. 

Lfveeiitor and 'IVustcc Mr. Cl. J.lf (amlson, fn'm Bristol, to he an Assistant Manager. 
Depart in e n t, '39, 

Thieiidnecdlc Street, 

Li.G. 

Bnstol xMr. R. S. Hall to he Sub-Alanager. 
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(^,hclnisf’urtl 

Reading .... 
Wi iFL ester 
Hroniley, Kent. . 

( iliippenhain 

(dareiidon Ki\id, Soulbsea 
Derby .... 
Mastern l^raneli, 1{. 

Forest Hall and Hcnioii . 

Great Alissonden 

Ciucriisey 

Hastings 

Law (\nirls, W'.C'. 

Lowest nt’i . 

Market W’cighion 
Patldiiiglon, W. 
Paiigbourne 
Peiiarth 
Shal'icsbnrv 
SoLitliw old . 

Stock FLxehanec, L.Cl. 
Yeovil 


Appleby 

Hirniingham, Malkel^ 
hraiK li. 

No’lingliam,\'ietoiia Street 


Head Olliec 


Lo.nd<Mi : C barntg ('loss . 

lanidon: C'.lapham Hiy.U 
Street. 

London: Footing June- 

li»)n. 

LotuFni : W’est SinitliField 

Hirniingbain: King’s Heatli 

FYoinc .... 

Liverpool: 62, (lastle 

Street. 

Alaedcslield 

Ncweastle-on-Y'yiie : Mos- 
ley Street. 

Newt astle-on -’I yne : 
Grainger Street. 

South Shields . 

Wullsend .... 


HcadDlFiee 

lit 'W 

Kilburn 

ALirgaret Street, W.l 
Qiiee!\\ Park, Htmriie- 
moiiib. 

Hiidleigh Salierlon . 
Dagenham .... 
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Air H. J. DavitLon, from 39, T’hreaduccdlc Street, li.C., to bc 

Alanager. 

Air. L. G. IL Bnnvn to he Sub-Alaiiagcr. 

Air. J. G. Palmer to be Siib-Alanager. 

Mr. A, jtihnson, fr*)!!! Ihtiigbourne, to be Alanager. 

Air. H. R. 'Fanner, Ironi Westbiiry, to bc Alanager. 

Air. D. Bas-ett, TM.3., to be Alanager. 

Air. J. S. Fllis, o» ln‘>ptetit)n Stall', to be Sub-Alanager. 

Air. J. L. 1 1. Barniield, of Inspeetiini StatL to be Sub-Manager. 

Air. J. A. Pannlcy, IVom Cjt'sl'orth, Neweastle-upt>n-T yne. It) be 
Alanager. 

Air. A. J. 'i ilbiiiy, from Dcsborough R(.»ad, High \X': mnibe, to be 
Alanager. 

Air. A, R, AL Straw, fnmi New Street, Birmingham, to be Sub- 
Alanager. 

Mr. P. K. ihiekley, from F'ole'^bill, G»>ventty, to !>e Sub-Manager. 
All*. G. A. Kemp, t'f Insneeiion SlatV, to be Sub- AVanagei . 

.Mr. \\’. K. Benham, ln>in Hastings, ti> be Manager. 

Air. A. H. Rose, from Wainlleet, to be Mana.get. 

Air. 1*. L. Rullell, Pom Faistein Branch, IF, to be Manager. 

Mr. VF. II. Bean, from Basingstoke, to be Manigei. 

All*. F. J. Bussell, from Alerthvr 'lydtil, to be Man:i;.\ei‘. 

Mr. K. !’. IF Bl ike, from (iuein'-ey, to be Manager. 

Air. A. j. G(»uer, Irt'in G.anib!'idr,e, to be Manager. 

Air. J. Cl. Rudge, td' Inspestam Stall, tt) bc .Sub-Alanagcr. 

Air. R. \XF L- Price, from Distric t OHiie, INeter. to be Alanager. 

M MtTI.NS B\nk Ll.Mirj T) 

Air. .11. B.-P. Williamson tc» be Manager. 

Mr R. M. Whiilo«.k to bc Alanager. 

Air. IF K. ('arr, from Birmingham, Alarki.is Brandt, to be Manager 


Mmi.Axn Bank Limhiu 

Mr. j. IF Stott, I'f 62, (astle Street, l.iseri'ooK li. be .i Superinlendent 
ol Bt.inviie'. 

Mr. A. Al. Anvlerson to bc an Assistant Head Oltice /\cconntant. 

.Mr, R. F. Mountain, t*t Femple Uou, iin imni.’ham, to be Disiri^t 
Stall Superintendent vNcaili IFisteni .SeetionF 
All* IF IF S. Bailey, td' King's ('ross, to lie Manager. 

Mr. I . \XF L. Sanders, td 'looting junction, to be Alanager. 

Air. A. G. J.lewdhn to bc Man:iger. 

Air. I. V- ( a>lcs to be As'-islanr Alanager. 

Air. IF P. Pe.'irson, of Lit hfidd Stteel, W’tdt erJiampton, to be Alanager. 
Air. j. Price it) be Alanager. 

Air. j. S. A^h to be Assistant Alanager. 

Air. R. Cajurtney, ol Liscard, Wallasey, to be Alanager. 

Air. B. JL Dyson, ol Grainger Street, Neweastle-t.in-'Fyne, to be 
Alanager. 

Air. H. R. x\L Ileiielerson, t)f South Shicld.s, to be Alanager. 

Air. J. L. (ibarlnm, of Wallseiid, to be Alanager. 

Air. V. R. \X’ilst»n it) be Manager. 

NATIt>\AI. PKdVINCIAI. lU.NK 1 .IMITl O 
Mr. Al. L. Dix-Ham)ltt)n to be Kesidenl Solicitor. 

Air. IF I. Freshwater, Irt'-m f ity Road, it) be Alanager 

Air. A. (i. Al. C idlings, from Cireat lower Street, tt) be Alanager. 

Air. G. Becklev, frtun Lime Street, tt) bc Alanager. 

Air. j. ]. Ciiddt)!!, frt)m Bt)seombe, Bt)urnemt)uih, to bc Alanager. 

Air. IF L. Hartley, from Walnier, to be Alanager. 

Air. A. j. Burnley, allached tt) Inspection Departmentj I lead Dllice, it) 
be Alanager. 
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I 

Miniciil 

RctKiirch 


1-^isirict, Hdin- 

hurgli, 

( ininttnvn-on-Spcy . 




li-.u! Oiii'.o 


AlIimi Viilt* 

Aihori'. ’ll »S: T'v)<!c'^.k‘v 

;nui Mf.irv vX'J 

.Rn niMijih.ii!! 
il 


C.jnniji;* Town :ir.d vSilvcr- 
11 . 

V nn’iK’.OMi Sirc'jl, NottiiTj;- 
!..nn. 

^ i'.'iLhurn 

< rrwo, .\l:irkci- .Sti'jot 
IViiltonl .imi Sw\inU*y. 

K l . 
i ;isL I l.ini 
Irifli 
I lunula 
nrinskiik 

RvnniArd :iiul (Ailiit,-!- Kr’W, 
Rondord. 

Ajiccincss .... 
Stokos (.'rori 

’1'hnriand Strv:v.*t, Noiting- 
h:un. 

WalUianT^iow 


Mr. I.. Idudicy, I'j-om JSliiiiicia iiank Ollicc, Shcfiield, to be 
Manager. 

Mr. \V. Mortimer, I'nim Oatcsliead, ti> be Manager. 

*Mr. D. \l. 'rhoinas, I'rom Ocribigli, in be Manager. 

RoVM. H.Wk or SlTDTI.AN'n 
Mr. J. \XA Ik.ag, Imin i le.id Olliee, to be Manager. 

i\b\ Robert 'riiomson, Irom (aipar, to be Alanager. 

T»n: Union Hank or Siori.ANii, In mi no 
Mr. Donald Kerr MoriiM>n, trom niiiii'enr.line, t-' he .Manager. 

WlSI.MINMJK HwK 1 I.MIMO 

Mr. Ci. 11. 1 .o\te>ii, Iri'iii .\eton \"ale, to be an In^’pecnir ot Hrantlies 
xMr \X’. T. Harkus, In-ni '1 luirland Street, Non iiiglmn, to be an 
ln^peet«>r o* Hranclies. 

Mr. ('. I hoinp''t'n, Inaii I.oinl''ard Street nibLe, tii be Manager. 
A'lr. b'. RichanNon, I'nMii Dukinfield. to Ik* Al.iiiae.er. 

Air. .A. N. I awrenson l«^ be Alauig* r. 

Air. 1\ 1?. ('ollins, lnmi XX’est Hn-inwiih, tv^ !>e .\^si‘'tant W.in.iger. 
Alt. \X'. S Hidinerui, Irom Uointbrd and ( I'llier l-low, l<«>nitoi\l, li> be 
Al.'.nager. 

Air j. \X’. Ki'tirMi, Irom biii'.bitrv Square^ to in' .Manager. 

Air. K. Il.nnM>n to be M in.iger 

Mr. 1.. I’jy. ln*ni Slieerni“^s, to be Al.nnstei. 

Mr. H. 'lA l-irulop, Ifom I lightown, ( rewe, l*' be Alan. u;or. 

Air. A. lA l ergu-, t’tom Idilii, to be Manager. 

.Mr. II. 11. ( JniKierhani, iVom Hloomsbnry ilAiiT’. . to he Alanager. 
Mr. S. b. I'air, trom Soutiiwark, to he Al.inager. 

Air. (r. \XA Wilding to be Acting Alanager. 

Air. 1 . T’. 'I'lnnor, from N-'rihw ii li, m he Alanager. 

.Mr. cA R. Heaebey, from i'^ailfortl aiul Sw.anley. Keut,te be Alanager 

Air. P. (k Knight to Pe Alanager. 

Air. ] V. i’anli to he Alanager. 

Ml. J. I,. Matthews^ fiorn (Aanington Street, ^so^!in^.'.llaIn, to Ik- 
Assist ant AJ ann.gcr. 

Air. H. K, Norman, from C aiming Town :ind .Silvei n.'wn, to be 
Alanager. 


New Branches 

Rank of Nfw Zk.m ano. — A t ( aisioms Street ba^t, Aiieklaiid n'orrncrly an agencvi , at Poriru.a 
anal 'J'liahi Bay (agene-es of Tawa b']at,' _; at Paihia fageiuyol Kaw.aKawa) ; at Kainnaii Stmth 
(agency of XX'clIingionA 

Ionian Bank LiMiii-i'.--At (.Atierini in Maecdonia and '^n ib.e Island of CAalymnos in 

rlic Dodecanese (tTrceee). 

l-Loyns Bank Timiti d. — A t Bcnhal! (sub to Montpellier, Ulielteiiham ) ; at Oakley (sub to Uhclteii- 
hanP ; the counter service given at caeh of the above-meiuioiieil rentres of the Government 
Communications IIe..dqiiarTers will only be available to employees of the b'orcign Olliee. 
At 50, Prince of Wale.s Road, Norwich, Norfolk (sub to Norw ich '. '1 he address oftlie Bombay 

Branch is now' Dr. Dadablioy NAioroji Ro.-id, Hombay. 

National H.ank of Austrai.a.sia PiMi ito. — At J (ieelniigand Springvale, Victoria ; at Alderley, 
Queensland (formerly a receiving olficc) ; at Kalamiuula, Western Australia ; and (receiving 
oliicc.s) at Vanunga and Noble Pavk, Victoria; Hrookstcad and Asplcy, Queensland j anti 
North Star, New' South XX'ales. 

National Provincial VIank Limiu.d. — At Margaret Street, \XM ; at Rcdditdi. 

Union Bank of Scotland Limited. — A t 54 , Woodside Way, Glenrothes, Infc. 
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Monetary Review 

fk S far as credit supplies were concerned, Lombard Street had an easy passage last 
A-% month, but, as in May, there was no lack of incident to keep the market occupied. 

Owning to normal end-month requirements, combined with heavy purchases of 
Tax Reserve Certificates, the volume of credit fell seriously short at the end of May. 
High rates were paid for overnight loans, and a few discount houses had to obtain 
assistance from the Bank of England on the usual penal terms. 'I'hc position changed 
with the beginning of June, with conditions decidedly more comfortable. Little 
assistance was required from the special buyer of bills, except when heavy cash applica- 
tions for the (lovernmeni’s new ("onversion 2 per cent, loan left the market short of 
funds. Money rates last month seldom exceeded the normal range. 

Market Katei — Hank Hvlls 
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While credit remained reasonably plentTul, the announcement on June 1 of the 
Government’s conversion scheme changed the tone of the discoLUit ina.rkci almost 
overnight. I’he issue of the new Ckuiversion stock to provide for repayment of the 5 per 
cent. National l')cfence T.oaa, which is discussed more fully in a note on page 16, 
influenced bill rales from two directions. It dispelled any existing impression that the 
next change in moiicv rates might be upward, and at the same lime oj'ierated on com- 
mercial bill rates through the allotment rate on '1 reasury bills’ 

The discount market was not slow to realise that the new loan (^pcrali(>n would put 
the 'Ercasury in funds, and that reduced allotments of 'Preasury bills at the weekly 
tenders w’ould be a h)gical outcome. In their desire to obtain a reasonable allotment 
ratio, discount houses therefore raised their tender price for the bills and this produced 
a substantial reduction in the average rates at which the bills were allotted. These 
low^er rates of allotment called for a downward adjustment of* commercial bill rates to 
maintain a proper relationship between the c[uotaiious for Government and commercial 
paper. Commercial bill rates in May failed to reflect the whole of the cut in Bank rate, 
but arc now about .1 ]ver cent, below the level prevailing before the olficial minimum 
was reduced, d'he rates at which the banks took d'reasury bills from the market were 
naturally reduced last month to conform to the lower tender rate. 

Anticipations of smaller allotments of Treasury bills were confirmed by the results 
of last month's tenders. On June 4 and at each of the two subseijuenl lenders the 
authorities under-allotted the bills, with the result that, on the basis of the three tenders, 
the Treasury repaid million of bills. I'hc policy of the discount market in making 
successively higher bids for the bills with the object of getting a workable allotment 
appears to have been successful, the market’s quota on each occasion being well over 50 
per cent, of its applications. 


July, 1954 
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TRHASURY BILLS 





(OOO’s omitted) 
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(,000’s orniitcd) 
Mills 

Apj'licd fof 

400J05 
412,90'S 
414/,()0 
365, *"^75 
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3‘)9,U10 
>92,195 
•11 /M7-> 
n5,S75 
1 S7,545 
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4(H), 655 
1’6,S:!5 
in,^.Ts 
41K.S25 
■i 00,- 1-10 
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AvffiiKc Rate 
1. ' d 

41 3-37 

41 3-85 

42 2-61 

42 3 64 

42 3-62 

42 4 01 

42 405 

41 741 

41 7-M 

40 11S6 
40 10-84 
T1 1-75 
M 624 
U S-SS 
S2 11-61 
•2 3-56 

M 7-57 

/.lO imlliiMV. 


An increase of /J^O millitMi in yjl,()75 million in the Hank of Ln.:,I,HKi\s ikiuciarv 
no;.: issue \\;is ani]i)uncetl at the lK\{.o‘niiinii of j line, and the uccvl (di the rise was under- 
lined hy su’osetiueiu de^na^d^ for currency. Successive rises in I lie active circulation 
raised it on junc 16 U) a new higb record of /;i,f)4()-7 million, or slightly above the 
previous peak, established last year when (diristmas demands for currency were at iheir 
htjplit. Hy June 16 the banking department reserve iiad been ledueeil to under yj37 
niiilion, and it is cvideni tliat if nonual trends in note requiiement^ aie followed, a further 
exi'ansion of the fiduciary issue vill be re.-juired before the August peak of circulation 
IS reached. 

Slock markets started the month well, with a fair turiun’er and rising prices. (lilt- 
edged slocks in p<iriiciilar were slimnlalcd by the terms of the new conversion scheme, 
witii a keen demand for mcdium-daied stocks. Industrials, and especially the blue- 
chip " equities, tbllowcd the gilt-edged market upwartls, being influenced partly by the 
rcviiiced investment Yields on iirst-class sccurilics, but more by the continued announcc- 
mcni of good dividends, higher profus, and capitalisalion schemes. 

iMarkeis m gener il sull'ercd a relapse alter Whitsun. 'Die lirsi clietk lo th.e rise was 
given by the aniunincemcnt of lower United Slates wlieat export prices, which reminded 
dealers ihui wheat is traditionally the bellweiher of commoiliiies, and ihat lower 
intcTnational wheat prices might ctaiceivably betoken a coming general fall of commodity 
values, with depression in primary producing countries. At the same time, the absence 
of results at the Geneva (kuifcrence induced nervousness on iniernationai politics in 
general, and the gilt-edged market was not helped by the announcement of the future 
capital plans oi' the electricity and gas industries, indicating the likelihood of a stream of 
large new issues for these industiies at intervals over a long period. 

Hven wdicn prices were declining, selling was hy no means liea\T, and it says some- 
dung for the underlying siability of stock markcis th it the rise was resumed after less than 
a week, and that the whole of the previous loss was soon recovered. The industrial 
market, particularly, was helped in its recovery by furl her encouraging company news. 

Invents las! monlh suggest than; to some extent at least, the new issue market hatl 
been kept clear of large operations in preparation for the (Tovernment conversion otl’er. 
On.'c that issue had been announced, a number ol new capital olfcrs made their appearance. 


VOL. Ct.WVIII. 


4 



50 


MONETARY REVIEW 


Among industrial issues, the most important, from every point of view, was thaL 
of 10 million 1 shares of Stewarts and IJoyds at 35^. a share — the third offer of steel 
shares to the public under the Cjovcrnment’s denationalisation plan. Applications foi- 
these shares could be made in 'Freasury 3i per cent, stock 1979-81 (formerly British Iron 
and Steel 3^ per cents) at a price of £97. 9s. Id. per cent. Another important industrial; 
offer was £4 million Rolls-Royce 4 per cent, debenture, 1974 -84, at 99 per cent., whicli 
was immediately oversubscribed and stood at a small premium when stock exchange 
dealings commenced. Ryders Discount Co. £l ordinary shares were dealt in at 3h. ol. 
and the 5 per cent. Cum. Pref. at 20.s\ 9d. 

RISING BANK ADVANCES 

'J'he combined staicmcni of the London clearing banks for May shows decline ri! 
;^42'3 million in gro‘>s dcj'iosiis, but owing to an unusually large contraction in the loUi: 
of cheques in course of collection, net deposits actually increased by £15 9 milJi'vUi i« 
£6,l()4-4 million, iheir highest since January. 'Phis net movemeni was due to a nniubc’ 
of cross-currents, one of which was a decline of £34 million in the banks’ aggregate asi, 
holding, due to their heavy as>.istance to the discount market on May P), ihe da\ oi: 
which tlie figures were made uji. 

(J'if^Ciirrs in /.IjOOtl.OOO) 
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Mav, 1954 

. 6,'535-2 

6,101 1 

5006 

7-9 

463 1 

1,0 53-9 

87 9 

2.304-7 

1 ,79 3 

April, 1954 . 

. 6, 577-5 

6,088-5 

5 34-6 

8-4 

489 2 

999-8 

88-3 

2,279-9 

1.772 

March, 1954 . 

. 6,243-2 

6,009 9 

511-9 

8-2 

467 V 

995- J 

8 3-2 

2,269-4 

1 ,760 

rebruary, 1954 

, 6,2 57 1 

6,1)10-0 

50-1-5 

8-1 

453-6 

1,034-0 

79-2 

2,274 9 

1,740 1 

lanuary, 1954 . 

. 6,45()-6 

6,232- 1 

526-0 

8-2 

482-6 

1,254-0 

76 1 

2,277 1 

J,694-. 

December, 1953 

. 6,694-2 

6,370-2 

541-9 

8-1 

500 7 

1/338-2 

79-0 

2,275-2 

!,70:3-‘ 

November, 1953 

. 6,418-6 

6,19 5 7 

520 3 

8-1 

469-2 

1,299 0 

54-S 

2,245-1 

1,676 i 

October, 1955. 

. 6,373-3 

0,155-6 

518-<t 

8-1 

476-1 

l,2S(>-7 

5 3 1 

:?,238-l 

! ,<'•54-1 

Sepieniber, 1953 

. 6,319-b 

6.095-1 

515 0 

8-2 

475-5 

1,322 0 

5 3-8 

2,1 36 9 

1,662 

August, 1953 . 

. 6,240-1 

6,041-2 

510-V 

8-2 

456 1 

1,275-5 

55 2 

2,139-7 

1,676 

(illy, 1953 

. 6,216-9 

6,013-7 

510-5 

8-2 

460-2 

1,183-8 

60-6 

2,140 

1,7 30 • 

June, 1953 

. 6,299-5 

6,025-3 

514 0 

8-2 

469-1 

1,148 7 

60-4 

2,136-4 

1,762 - 

May, 1953 

. 6,082-8 

5,865 0 
5.821-9 

498 5 

8-2 

463 7 

i,on-5 

66-3 

2,123-1 

1,772 : 

April, 1953 . 

, 6,t)59-6 

498-3 

8-2 

454-2 

938-2 

71-3 

2,119 i 

I,8J4 - 

Apart from 

this factor. 

the banks increase^ 

1 their 

holding 

of "Preasury bills 

dui in:; 


the month by £fM million, but reduced their call money outstanding l)y £'26 1 million 
On balance, therefore, their new linancijig of the (lovernmcnt can have shown little ni 


change, since call loans mainly reflect advances against Treasury bills and short-tern 
Government bonds. The aggregate investment holding rose by £24*8 million to a ue^^ 
high record of £2,304-7 million, although tins movement was mainly due to incre;ise-‘ 
holdings of'C lOvcrnmcnt securities by Barclays and Lloyds. 'Phe recent rise in the bank^ 
portfolio of bills other than Treasury bills received a check, this item, indeed, bein/ 
slightly lower on the month, but advances continued their expansion, rising £21- 
million to £1,793- 3 million, their highest for over a year. 

'Phe quarterly analysis of advances made by the British Bankers’ Association shou 
an increase of £47-8 million to £1,890*4 million in all bank loans during the three montl' 
to mid-May. The largest increase was £31-3 million in accommodation to publ: 
utilities, aiiil the lota! of £118-3 million suggests that the nationalised gas and clecrricii; 
industries, or one of them, may be raising new money by public issue before very Ion; 
Other categories of borrowers to increase their indebtedness to the banks were the fooi . 
drink and tobacco trades, and retail traders, larger financial requirements in each ca^ - 
being partly explained by the activity of ITnited Kingdom domestic consumption. 


Ju/y, I9.U 
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Stock Exchange Values 

T he movement of Slock Exchange values last month compriscLi a relapse and 
a resumption of the previous upward trend. After rising in the latter part oC 
May, and early in June, prices were depressed hy a reduetion in the export 
price ol’ American wIillU, and by liie sharp decline with wliicl) the New V(uk Stock 
market greeted this new:;. In adthlion to the news from across the Atlantic, considerable 
doubt regarding internaliemal atfairs was engenderedat one lime last nuMtlh by llie course 
of the peace discussions at Cieneva. 'fhcrc was no particular pressure to sell, but buyers 
were holding olT, and prices were marke'd down accorilingly. d'hc market in British 
(Tovcrmncnl securities derived its sircjigth early in the nivuiil) from the implicalions ol' 
the Csovcrruneiit conversion scheme to repay the ^ per eeui. National Defence loan. At 
the same lime, industrial ctiuitics were rising under the inlliieiice of favourable n>mpany 
news, including the anmnmcemeni of a number of live share disiribmioMs b\ impDruim 
undei takings. Oar in id -monthly index numbers show small (iecliiies, .uid rellect the 
;»rcatcr part of llic fall in values, 'i hey do not relleel the subsianli il recover\ ol' ju ices 
which SCI in during th«.‘ latter |’*an of June. 

O.ggregaic valac of Uvj repjcsciitaiive see uriii-.-s on M.iv I"- i'''-! . x.n.V 

„ ,, ,, I are la. i‘'S-l . X.(;,7 P),‘)7:cOOU 

We. r.-.T-.e . y ’HK.’l.M ,< ’0.) 

OLIR l\r.U:X Nl’MBi'R 


Below will be found the moeemetus in the iiivlox uuml'cr of tlte security values ot' 
our list of 3o5 representative stocks trom die year 192^^ down to tJie present lime. Liiniia- 
ttons of sjuicc jiavo made it nc<.cssury to omit eai it nionih our lenglliy list ol' variaiions 
in the fixed and variable dividend securities over a period of years, but once a vear 
(in the January issue) we give the complete h:a. ol llic index numbers ot those sKv. ks. 
'I'he total index number for June, was 120-9, as comixired witii 12 L a for the ju'evious 
month, 'J’lic index number of tlte fixed interest group now' siauiis at 1 i6 0, as compared 
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STOCK kxc:hange values 


Table — S ffOwiN’G Valuils of Securitiiis and their aggregate Variation 

DURING THE PAST MONTH 
looo*s omitted j 
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Am.)iint (I’ar coritjiuuii.n the At out h i L)ccreasc 

Value; M IV I**, l‘<54 Line 15, l‘.}54 Per Cent. 
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i 

06 

14,121 

10 llrewcry Sftjcks * . . . 

65,510 

65,669 

1- 159 

' 

0-2 

17,750 

7 

Canals and Docks • 

21,747 

21,783 

-1- 36 

i 

0-2 

146,916 

38 

("oinmcrcial and Industrial Shs. 

.58‘),705 

579,616 

1,089 


0-2 

9,537 

8 

lilccTric Laglning and Power 

:;:2 1,592 

4.21,592 

. . 



15,100 

9 

Financial, I.and and Investment 
Shares 

30,1 32 

30,683 

i 55] 

1- 

2-2 

30,680 

7 

Gas Stocks 

4’27,895 

4:27,895 




9,343 

! 17 

Insurance Shares 

235,968 

235,108 

860 


0 1 

58,294 

14 

Iron, C’oa’ and Steel Sliares 

95,804 

100,223 

i 4,419 

i 

4-6 

3,100 

5 

Nitrate Shares .... 

5/0 

627 

! 48 

{ 

8-4 

42,649 

10 

Oil Shares 

193,304 

193,814 

1 510 

L 

0-3 

5,402 

9 

Rubber Shares .... 

2,2 /T 

2,253 

.:i 


0-9 

17,456 

5 

Shipping Shares .... 

27,296 

27,762 

f 466 

1 

17 

1,890 

6 

Tea Shares 

5,499 

5,428 

71 

-- 

13 

20,808 

9 

Telegraphs and Telephones 

56,760 

56,8 59 

i 79 

1- 

0-1 

27,716 

7 

Tramways and Omnibus . 

44,883 

44,692 

191 


0-4 

29,517 

19 

South African Alines , 

87,609 

8'/,67 1 

i 65 . 

-f 

0 1 

23,735 

6 

C'opper Mining Shares 

37,975 

38,380 

i 407 

■L 

11 

11,859 

7 

Miscellaneous Alining Shares . 

9,881 

9,8 1-1 

37 


0-4 

1,635,333 i 

278 

Variable L>ividend Securities 

2,348,0.30 

2,363,402 

i 17,372 

!' 

0-7 

6,683,433 l365 

Grand totals . 

6,746,193 

6,71.3,972 ; 

30,221 I 

... 

0*5 

t I>c'>iRnati 

-)n of 

RolJ bonds r (-rained itiough title apparently uii warrant rd 






t lintercd at vesting price*. 


July, 1954 
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BANKERS’ MAGAZINE SHARE LIST 


BANKS 


1 alt ^ 

Tot»l 

'rotal 

Dividend 

for 

for 

Atiual 

Year 

Previous 

Year 

3 6 

5 ' 

3 '6 

1 2'. 


2 r. 

u , 


2 ■ 

i t 


1;9 1 

5 7' 

8 

H' 


yj5 

>l14 

4 

h/ 

ti' 

jO cents 


40 

0'4 


M t 

C-lllS 


51 KO 

1 4' 

2 7 

2 4' 

V.d. 


1 7 

4.‘d. 

"Jt.l CCutB 


$1 20 

1 4.‘ 

2 0 

It.' 

u.t 


1 t 


... 

4r 

5 7t*./ 


il-52 J 


Quotations Qiiotatiofis 
.\'i;u 1-V, ; liinr 15, 


i ' 2 2v 
1 H- 
1 M’ 

8 ' 

tcntf. 

1 '4, 

1 ' 

1 / 

IV,' 

1 ^ 


AIi‘\.itulcri Dr-ioiiut (>> I :.l. • /,2, %;;-i /..I 
I ’o. I'o. (I V 'll]!] rr< I 

Ausiiali.* .iiid Nv'w '/filai.il \\ii!i y. 1 i' -i.i 

JJ.iiik AiIc'IukIc Stock 

Umik ol I.iJiLisli \\ rsr Africa \£\[i, with /, 4 . . 

J'.i-uk of Irrland Sii>ck 

H.ink I fUvloii S. Amc-iic-‘ I.tii. fc 

Ihmk oi Mi»nlicjl •. / o'sJoji Ue^tMer) \ $10> 

hank of New Soutii VX'alcs (/ enjon Uf^uu-r) (/,20> 

Bank i.'t Ni*\.i Scotia ‘J onJon vSl'J. 

Bank of Siotl.iml iCjt»vcrnor iv ( ’o. ul ;■ Stcn.k 
Hull lu>3 Hank fl^nni,, t;ol. & Ovcisfuj; “ A ” Sti.uk 
P.aii hiyi Hftnk 1 tii , Drd. Stock 
lirilisli Hank of 'I fu- MiiUiic: Bust (^10) , . 

( 'anudiaii Haiik of (’oimocrcff {I ontion I<ei;tster) (JlOi . . 

( fuiiirml fi.u'k ol India, Auatralm A' tdun.i, Sto. k 
Comm^iciul H'.ok I'f .\ii;-*talia I,tii. Ordinatv i/.iJ’/dou 

.10 ) 

Ckunrnrri'ial H-iiik ..f Au«traKa l.til. V „ I’tc-f. {/.onion 

aio> 

l..’o!inncicif 1 Hank of Scv<t!anvi I,td , A ’* Muiks ^^l, wit’i fc 
ptiid) 

( (UMniefi i.i! of oflrtiid I rd., H Sh.ufi i/. I 
I 'iN'tlit Ikii.k 1 .* I • •. ‘ -.vilo 4,1 paid; 

I )o. ito * I* *’ MiaicH I ^ 1 1 

i ol do. **<,” Shares 

Hank 1 td i/.IO, with 4,5 pu.J' 

Ihiyhsh. ScotliJth iSr Ansti ;iiim thmu },!d. O.S, wMh /J.l piiid) . 
Httio'>(t,a Hatik I td. wi'ii .4,2^ p.sid; 

I'd. tlo. “ Sliau-s- ' h 

Iformkoii,' .* hnnj.o.ui H.inkiii}; l.'.' p */i i 512' 

Ionian Hunk i id. '/,5' 

, I paal I 


I hnds Hank J si., 

1 >o. do. 

Muitinn Hank I .id 
Do do 
All. i« antilo Ik'.'ik 
I >o tl<». 

1 )o. tlo. 

A'lidtiiid Hunk 1 td 
i >o. d>». 

J )o tit*. 

iNutitti’.al H »i'k 1 td 
H'lni lA I' 


‘ ,\ ■' Sharrs . / i, \v iih 
“ H ” .Stotk 
4,20, v.llli ii p.iitJ; . 
14 . 1 ' .. 

Iiui.-i I td., “ A ” Sli.oc 
do. “ H ” .shatc* 


! td., “ A ” Sli.ocs 1 4,2', wail y] 1 24 1 . 
“ H ” .Miatc*.s t,2‘>, u i<h 4, 1 Ji p 
’•l.”Siimcs 4,;, 
wall Aci paid' 


1)0. tlo. till. ’'l.”Shmcs 4,’;, 

A'li'.llitid Hunk 1 td. ,4.12, wall Aci paid.' 

i >o. d.t. '4.-^4 . 

] hi tit*. ',^.1; . . 

iN'utitinal H o'k 1 td. • 4,5, 4,1 paiti' . . 

H'lni lA l•^•.\pl ' Hfairr; , 4,1-10, . . 

Niaii>i’..ii !u )k of Iiidii I tvl, i'4 I, with 12 o pi-id. 

Nulitmal H. I'k ol Nt .V /.culaiid 1 td. l4,^i> v,a;i 4 .4 paid 

Niition.il Di-tfui.t ( vi. i.id A *' .s*tKk 

I/O. lit) ' H ” Stock . . 

Kulioniil I’toviiicial Hank Ltd . “ A ” Sliarts .'4 “*, widi I I j 
Do. do. do. ” 11” Sliuifh .4,5, wan ^l i«.i 

1 tio. lit* .Shares' /.I 

Otioinaii Hunk (Jkr.iieii i4 20, '.viili 4,10 p.-iii' 

Htiyal Ik.iik of Canada ($10' 

H<»yal Hank tO Sit tk.nvl, .Stovk 

Stundaid Hank tif s.mrli Afiua 1 ttl f/.. 2, -.vitli 4,1 p.uil ; 
lliiU'M Discount Ct> ot I oiidt*n, I td., ■sji^k 
\\ csfminstci Hunk I til. *4,4, unit paid,- 

Dt*. do. .Sttu.k 


L954 

1954 

101 ' i 

) 

45. 

•IV (') 

v; t) 

37 0.vl 

30 sd 

M) 

7.1 

7 

SJ 

5 

4l".d 

a. 10 

V)U.l 

Mi 

cH>; 

/,l6i 

■)V 

00, 

V. (, 

VLivd 

4o 

43/ 

2-i ■' 

2‘i - 

4.n 

A 134 

4 c 

42 t» 

1 ■> t> 

10/6 

6 

0 

2 2 

2? 

A; 

42 f> 

*^2 

‘H 0 

42' 

42, 


02 

-U 

»l 

■3 A 

3.4 


Si 

22 h 

2.>.6 


4.934 

70 

0 1 ' 0 

t'2 s 

61/ 

/M 

2t'' 

'^A 

V 

h;M) 

■ .1 1 

27 

2.3 4 

104 

i 1 


> 



vr ') 

vs! 

40 

40/ 

' 

. 3 

2/ 0 

n'i ■' 

Sn 0 
ID 

Vi 

5 1 0 

'iS 

5V • 

1 0 

r.s 6 

I 

S2-' 

Ai 

Vi 

4, lO 

AiOi 

84 .mI 


•10 

V) (1 

5(1 6 

■V> 

ss () 

.S 4 <) 

ih ' 6 

30 0 


25 4.1 ?.5 4 f 

25 5 25 74 

32.- 3 D 44 

31/9xd DU 

♦ Thes^ prill's in- It: ic at.unp dutv ami woin 1 !s^loll. 
t I-'rcc ol Income 1 ax 
4 Austruliun current v. 

I None on otlcx. 

xd. — Ifx I^ivideiid 


*Hank-TnMJrunie l.i.ts 
'*lkMik-L'nils .. ... 

*Stt*iiisii Hank I. A I. I'. Ciias I'.^kothas' 
* Iiivcsi::iria-'l X'i.sl -I 'tiils 
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BANKERS* MAGAZINE SHARE UST 


INSUKANCl:: 


Last 

Total 

T«.'fal 

1 ^ 


Quotations Quotatimu 

Dividend 

lor 

Lfe viuus 

NAMH 

.May 14. 

luri.; 15, 

Actual 

Year 

Year 


1954 

1954 

14/ 


22 ' 

AUian-.c A-.snrani.e ( .o Ltd. '/,20, with /,2' iiaiJl 

31) 

29 1 

14/ 

24 

22/ 

Do do Shares ./,!■ 

30J 

30 

1 

i-j 

IS/ 

Atliii Assur.iiae ( a>. Ltii. {/,S, ’.Mth /.li paid) 

I8ixd 


l/6t ( 

7/61 

11/t 

lltituiinK AsNi.raij^c 1 ,o. Ltd , « »rd St.n.K 


54 

2* 

S 

5 

I )o tlo. S lax-lrcc, ( 'iiin. I’nd. Slock 

33 / 

33 'xd 

2/ft ! 


4'6 

s '.iiledotiiiin lusuraiiee (“o. (£1, witli 10/ paid) , . 


6 

6/6 

11/0 

10' 

f omiiirivial Union Axsuiancc Do I »d , Stock , . 

72 (j 

71 '3 

3 i 

s 

4 6 

I'.a^ Ic St«r Inxiiiance Do. l.rd , Dxduiarv (10/) . , 

1 M '9 

111 3 

3 i 

s 

4 0 

J >o do. t>rdiiiarv > /. 3, with 10/ paid) . . 

lO.i 9 

lot ') 

4?d 

./ 

d 

Do. do. 4"„ Duin. l^ref. i'Ll) 

17 l) 

17 'ft 

4M. 

9 ./ 

T d. 

Do. do. 4'‘„ 2nd t'um. I’rel- 1^1) 

17 ft 

iV'ft 

1/ 

1 7^ 

1-V* 

I'ai'iiomic In^iiransC Do. Ltd. vLl, with S/ paid) 

29ftv.i 

29 (. 

3/ 


4 ' ft 

i'.nipiovei r 1 .luhility Assnratue <.)orp. Ltd. (/Jl, with S ' paid; 

97'ftvd ■ 

06 3 

a/6f 

5/t 

t: 

I 'l'iitv it Law 1 .ilc AxsiuarKo .Soc. i /L‘>, with l,lt paid) 

131 

Iti 

• 

ft 

6/ 

Dciieral Accident, lure & Life Assurance (.'.orp., i)rd. (L'l) 

7.S.1 

7 i 

bd. 

i 

1/ 

( icuMal Act idenl, Fite & 1 ite Asimiitncc ( .oii>., t.um. S/® Prel’. 






V/.D .. . .. . 

2> \ii 

22' 

'\;h 

ft. 

s 

Dnaiviiati .'Xssurance (‘o. 1 td., t)r*i. iXl) 

7-,;cd 

7k 

V 

— 

4/ 

Do. do do. Pref. (LS'*,’, non-C'uin.) ( h4) 

H2 ftxd 

SI 6 

4 > 

0 

ft 9 

1 c,<nl A tleiicral Assiiratuc S'oe. Ltd. {^1, with 5/ piiiil) 

1 3 

1 1 txd 


4 (. 

4' 

1 iicnses & Dencral Inste. Do. Lt.l., t)rd. (/^l, witli 10' paui) 

3J 

5i 

a 


4 

1 iveipool A ivOndon Dlobc Insce. D.o. l.id , 4''o Perp. J)cl>. .Stk. 

924xd 

92 4 

3 5 

O (f 

6/ 

I otidtm A Lancashire Ins Do. Ltd , Stock 

H 

7? 

lot 

KJ't 

lo.j 

1 tjnd.on :fi Manchester .\ssvC (.'o. Ltd i/.l) 

17 

I'h 

1 \ 0 


18 9 

1 .(uulon Assurance, i »rd. • /,’2i ) 

20 ; ' 


4 

<> , 

9'. d. 

J )o do. 4’,, D.uin. Prof. (£1) 

18/ 

IH ' 

5/ 


10.- 

North Hritisli .Meicaiiulc Insce. t'n. Ltd., Dr<i. iL'lD 

13'i 

13; 

2 

4 

4 

Do do. do do. 4'’o Pref. Stock 






lKtni-(!uin.^ . . . . . . . . , . . . 

874 

874 cl 

11/6 

2il/' 

18' 

Northern Asturance t'.o. I td., Ord. (t, 10, with 4.1 paid) 

27i.<d 

274 

4/6 


17'()'7U 

Do. do. Pailii'pating Prel. (, 474 ) 

224 

22i 

8/t 

12 t 

I2'i 

Peail Assurance t'o. Ltd., I3rd. (^D 

21.' 

20., 

lUl. 

1 2 

1 '2 

Do. do. 6“o 1 i’ax !rce', t.uin. Pief, i<,l) 

37 6 

. 37/61 >5 

8 6 

- - 

17 

Plurnix Assurance Do. Ltd. <4.10, with 1 p.iid' 

21i.xd 

20 A 

8 6 


17/ 

Do. do. :i,D 

2i i\d 

21 

2'3 ; 

2 3- 

2 1 

Planet Assurance t.t». Ltd , Ord. (jil, with 10/ paid) . . 

60/ 

60/ 

1/ 


2 ' 

Provincial Insurance Do Ltd., 10 Duni. Pn f. (/.I) .. 

37/6 

37./ ft 

$J. 


1 / 

Do. do. do, 25 “0 Du in Picf. (4;) .. 

2.11' 

20' 

16/1 


21/1 

Prudential Assuran-.e C'o. Ltd., " A ” Shares (/,!) 

414 

594 

2 or 

2 61 

2/t 

1 ) 0 . do. do. " It ” shares (XU with 4/ paid) 

107i() 

6, 

2/6 

2/6 

2/3 

Keinsurunce t'oip. Ltd. <4.1. with 10 paid) 

HD / 

81 J 

6/ 

10. 

10/ 

Uoyal Hxchfcngc Asauranic, Stock 

IHixd 

fti 

3/9 

11/ 

10/ 

Ivoyal Iii'oraiice Do. Ltd., .Stock. . . 

M({ 

134 

4^ 


7/ 

.Scottish Dnicm .Si National Ins. (.'0 , " ” Shares (4.10, with 4.1 






paid) 

9Sxd 


IS, 


26, 3 

Scottish Ihiioii & National Ins. Co., “ it " Shares <4,^j with X3J 






paid) 

3D.xa 

3.14 

3/ ! 

S ' 

*1 

S’eu Insurance <Zo. Ltd (4D 

54 

Si 

2 'l(i ( 

S 

s ■ 

Sun Insurance t)Rice Ltd. 14,1. wilh 10/ paid) . . 

64 

ft 

l/9t 



3 or 

Sun 1 lie .■^ssurttnce .Society I'Ll ' 


84 

1 ■ 

1/ 

9d. 

\'icloiy Insurance <a». Ltd., <')id (!(>'' with ft-' paid) 

35 / 

38/ 

2 

2 

DlOi 

'X'oild Anxiliaiy Insce. t'.orp. I.ld. <4,1. with 10 ■ p.ud,i 

42-6 

40 

4 0 

H' 

8 / 

Yorkshire Insurance Co. Ltd. (421, with 10,' paid) 

llAxJ 

11.' 

9/d 

lo 

16/ 

Do. do. 'Ll: 

224 xd 

23 




* I USUI. ins.e-L 'nils 

27 i 

26 5i 




*( C'.biis 

1ft 

16/ 104 


• 'I hcsc pri«.cs incluJc stamp daiy and vommission. 
7 I rrc ut Income lax. 
xd ' -I-x Dividend 


July, 1954 
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100 Years Ago 

From The Biinkers' AIciji^ac:lnt ]u\y, 1854 
I’lIH BANK OF F:N(;LAND and rUF OOVFRNMHN r 

riicre seems a ht.udied aircmpt, at the prcseiu m< orient, lo investigate the merits of the 
Bank Charter. 'Fhis is not unreasonable, Ciinsidering that ilie period is approaching 
when the question of its renewal or modilication will have to be brought before Parliament. 

1 he topic, luiwever, has been more prominently forceil into notice, in consequence of an 
opinion expressed that the Cov'ernment would be enabled to regulate its tinancial affairs 
v\ith greater facilitv, were the existing regulations dispensed with, and the establishmem 
I'^laced under the immediate control of the State .... 

It appears to be presumed tliat the dilliculties encountered by Mr. (lladstone in his 
iate financial iiperations arose, in a measure, Irom the adverse action ol the F»ank ; am.! 
lh.it the subsequent diminuium ol the FNchequer balances, wliicli placed him in an 
unsatisfactory position, might h.ave been obviated bad a less restrictive pi'licy been 
exhibited, ’file absence of harmony between the executive of the d'reasury am.i the 
executive of d'hreavlneedle Street, iiiuler these circumstances, has, it is alleged, tlemon- 
''traietl the iTupraciicability o\' ihe Si.ac being adeiiuaiely represented by the Hank in 
hiiuic emergencies of a simila.r character . . . 

'file institution of a (iovernment bank, to exercise the privileges enji*yeel under the 
existing ('liarter, to manage tlu public debt and regulate general imances, would, il 
carriesl out on the basis already legalised, lail lo place the suhsitliary measures governing 
the currency in a better situali<ai than they now stand ; and notwithstanding it would 
bring within the grasp of the State the power of dealing with the mi'iiey market in the manner 
most calculated to suit the iniere‘'ts ol the minister of the dav, no advantage would accrue 
:o those wliose interests aie supi^osed to be preiudieed by the present status of the Bank. 
Indecil, il is questionable if any positive alteration look place, whether the inirodiiciion 
oi a Stale paper currcnv.y might not imlilalc against the facilities permitted to country 
hanks, limited though they arc said to be. ’Flic disadvantage would not be s») great to tlie 
public as it would probably prove in (.>ther quarters, when the test came lo be applicil . . . 

'J'he Bank of luigland as it now stands — the representative in one sense tifthc Ciovern- 
ment, and in the other of the trade of the country- -is in a pvisilion to obtain a renewal ol 
its clharter. That some movlilicarion or revision of the terms on which it may be granted 
will rake place, many feel inclined to believe, but few seem disposed to admit the necessity 
of a Stale Bank, or entertain tlie opinion that one can be seriously contemplated, d'he 
principal modifications which, it is stated, are esseniial, include tlie allmvance ot dis- 
cretionary powxTS available under (loveniment sanction, whenever the exigencies ol the 
period may require ih^ir introduction, and an enlargement ol the circulation, i<» meet the 
demands produced by extended mercantile operations; and with thc'c amendments the 
charter wsiuld elfectually perform its important functions. 

Fwen rhe opponents of the system as propounded by the Act of 1844, if these alterations 
were effected, wa uld he more reconciled to its operation, and the arrangement ol a 
compromise might in the end satisfy the w'holc banking community, and tend to remove 
those petty jealousies fostered at the expense of all interested in the question. It is svareely 
possible to believe that any other spirit than that dictated by a desire to secure the financial 
and commercial interests of the country, can inllucnce the Government or the Bank 
directors in advising and effecting ameloriating changes, the support and steady develop- 
ment of our industrial resources, depending upon the efficiency of currency regulations . . . 



‘SERVANTS 


OF ALU . . . 



SU( II wiis the iiMOMiiproinisiiit* dc';crip- 
tion of rhe Salvali<^n Army given hy 
( icnoral Uramwell Booth, son of (he founder. 

rile designation sums up the purpose and inspiraiioii whieh is basic to 
the service of Salvationists in all parts of (he world, 
liattling against sickness, \kc, squador, poverty, ovcfciowding. loneli- 
ness, and despair', I heir \v<a k kiuiws no eiul. 

1 he Army is depeiulenl on your generiMis co-(v,v:ration. Oonalioiis 
and bequests are earnestly sought. I or further information \m ile to 
( ieneial Wilfrevl Kitchrng, 113 Oiicen Victoria Strcri, l.ondon, 1 V.-I 

WHERE THERE'S NELD—rHERE'S 

The Salvation Army 


Documentary Credits 

Tills series of iirtieles. reprinted I'rom The Bankers' 
Maiiazine, olVors ii study of ildeuinentiiry eredit work ;is 
seen from llic llritisli point of \iew'. Jt provides inlor- 
mation to help those bankers who lind themselves called 
upon by a customer to open a documentary credit, and 
those who, in some way or other, become a party to such 
a transaction, whether as a paying, negotiating 
or transferring banker. 

Designed to fill a serious gap in post-war banking 
literature, this series will delineate British procedure for 
overseas bankers more familiar w ith the Uniform Customs 
and Practice for Commercial Documentary Credits. 

Pt 'ice Tivo Shillitigs {Jncluding postai^c) 

Obtainable from Waterlow «& Son.s Limited, London Wall, K.C.2 
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Bank Reports, Meetings, etc. 


ARAB BANK LIMITI:D 

Balancc-shci t ^is at Di ccjul'cr 31, 1951 

V To ilic Pinai . 

LlAIULims 

Deposits and Other acaumrs .... JD. 16,451,05-1 

Pills payable 304,534 

(ruarantecs and crodi Is on account of customers per contra'- ... 6,890,094 

Other liabilities .... 822 

Authorised and subscribcii capital: — '17,500 founders’ shares at Jl). 4, liilly pa: i, 

ID. 150, 000; 217,500 ordinar\ shans ai JD. 4. lullv paid, 1D.95U,000 - 
JD.l, 100,000 ; reset ve fund, Jb.l, 548. ISl; speci:Vl reserve, }l).554,525. l,2fA2,908 

ricncral pronr and loss account : — balance, ul profits 189,027 

JD.26,9 58,459 


A-..i 1 . 

r-tsh in h:uid and at banks , 11X8,980,691 

Securities ■ market price I 7,761 

Bills diseomued 1,917,172 

Advances to \..usiomers .... ... .... 8,697.401 

('iistoincrs’ liability iui eu.u.inle.es and et. Jw-. per v«)ut»a> . . 6,890,094 

Propciries vafier depreciation^ . 147,101 

I’urniture lalter dcnreeiaiioii I .... . 1 10, 256 

(Oilier asH'ts . . *57,759 


jD.26,958,419 


♦ 

BARCLAYS BANK (DOMINION, COLONIAL AND OYHRSHAS) 

SiufLit.'cni of .1 CO '//;// s', ;U<n<.// 11, 195 j 
I.I'MlIt.i in S OtIIlU ,\(’tOt!XIS 

t 1.11 rent, depovis and other a<. counts, taxation based on p^'ilits to date, re-eiscs t-'f 

conlinj-'eneies and balance of proiil and. i'.v.-. . . ;‘462,'l69,5('ti •• d 

N'otes in circulation ... ... 616,70 i o (- 

.ecptaiiee", guarantees, indemnities, ..le., lor acc»uiiii of eiisli nier^ 15,45(>,8 !2 •• i* 

/ 498,56 1,051 0 i) 

('.ipital — aiilhi>nsed ; 12,500,000 ‘ A” ^’nire.'. of /.I each, 7^12,500,000; '100,000 
“ H ” sliares of /;5 eaeh, /. 2,500,000- -a. 15,000,000 ; issucil : 8,276,876 " A ‘ 
shares of x,l ciuh fully paid, c»'nve:red into stock, X.8,27t),H7''* . 5i*0,ooo “I! 


shares of f5 caeh, 7.,2 p.aai, >.:i,0C'0,0()0 9.2/6.87-‘' 0 0 

Reserve fund. 8,000,000 0 0 

-115,8 19,926 0 0 

.WSl.lS 

( in liand and balaneos with bankers ■ 7.71,621,119 0 i) 

Money at call and short notiee . 18,700,000 0 0 

RcinitT:uices in transit .... ... . 8,191,992 U 0 

Bills discounted — British and other < iincrnment d reasui v bills, /.56,t'99,Tj ; 

other bills, 7:25,654,319 . . . . . . 81,754,251 o- 0 

Investments — .Securities of, or guaranteed by, the British Dominion and ( lolomai 
Cioverninents (including securitie-; loelgeil wiili the Crown. Agtaits for the 
(ioloiiies as security for note issue ami with others', ^ 110,729,955 ; other 

investments, 7,'7, 078, 2i9 117,808,174 0 0 

Barclays Overseas Development Corpora;ic>n lamiiod, 200,000 shares I'l 7..111 eaelt, 

fully paid, at cost less amounts written I'tb 2,000,000 0 0 

Advances to customers and other accounts 172,762,794 0 0 

Customers’ liability for acceptances, guarantees, indeinmrics, et*.. 35,456,842 0 0 

Bank premises at cost /ci'A' amounts written oir .... 7,544,5.14 0 0 


7,515,839,926 0 0 
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BANK RliPORTS, MKIiTINGS, ETC. 


IONIAN BANK LIMITED 


T 111 -, net profit for the year ended December 31, 195?, amounts to /^36,335 ; the balance brought 
forward fn)m December 31, 1952, was /,'17,042 — >r53,377. 'The directors recommend: — payment of 
a dividemi at the rate of 4 per cent, subject to income lax, 13,200 ; a transfer to general contingencies 
account of /,'20,000 — £33,200 ; leaving a balance to be carried forward of £20,177. 

Bahvicc-Jicct, Dcivnihcr 31, 1953 


I lAMii.i ni-s 


Authorised capital : — 200,000 shares of /.5 lulIi, t. 1,000,000. 

Issued capital — 120,001) shares (»f /.'5 each, lully paid . . .... £600,000 0 0 

Reserve fund 300,000 0 0 

Profit and loss account 20,177 0 0 

(.■920,177 0 0 

(lurront, deposit and other ;’ci ‘’.int iin. iuJiui-, cnniiiuveUv ies acciumt an.l pr«»vi-;ion 

lor taxalioii 9, SOS, 171 0 <) 

Balance in account \\ ith suhsidiary V I'lni'any 2,667 0 0 

Hills payable .... MS.-ibS 0 0 

Acceptances on behalf of custoniers . 1,228 0 0 

Documentary credits, guarantees and other «4>lij'aii<Mis on account of cu^tiuncis . 25'51i,‘143 0 (• 

Proposed divivleiut, Icsr. income i.ix 1 5,200 0 0 


Noil-.S . - 1. H.S |,i rn itivl tiito '•ti iliu^ ..I llic lau ^ iilhiv ofi 1 )ri'i ntbi-f Jt, 

l<)sC 

/, I Nt'min.i!' Hiili-'h ( io\<.-niiiu iil •OtUiUi^'N \\i ro tii with N.ili<>ri.d Ifitnk 

< t 1 k’M'i, I oiul<»u, uiiilci :in .it i.iiim iiK-Jit t • avDtJ tiir iUM.,-,vily td’ It.instVl', ol" himi, lu 
I iiviit. 111 rcspccl t)l \slii..li til .U\.ii!«.c *!t L.l-7‘U)O,()0U w.is i>i.i\t.im]it,,' ai DlViip.I. * r Jl, 
lost 

I J BniisJi (Jovcinnicnl <^c<.ui itti aic t.ik.n ;it or luuirr <*)st an, I icdonipii'-n 

.•\t Dtvoinber 9, 10S<, thi' m.irkot vtliio w.is in t.xuc-‘.s ol tliis lin'iic. 


£15,408, ’.5 3 0 0 


.\SS1 IS 


Ca.sh m hand, at hankers and at call '---l.ondi 'll , £371,612 ; branches, /.1, 18 5, ■144 . £ 1,555,056 0 0 

Halimccs with banking corrcsp»Midcnt> 524,228 0 0 

Investments :--13rilisli GoveniUienl securities iNce Ni'ie 5-, £1,674,958; other 
investments at cost or market v.ilue whichever is the louci — quoted on l.i'tidon 
Stock Hxcliaiigc, yJ3 1,71 ] ; ouolcd on overs ca^ Stock lixchanges, £178,070 1,884,739 0 0 

Pills receivable 625,048 t) 0 

I oans, advances and other assets, /c.'.v provisions 6,139,333 0 0 

Halance in account with subsidiary company 11,565 0 t) 

1. labilities of cusKiiners for accepLances 4,228 0 0 

1. iabiliiics of customers for documentary credits, guarantees and other obligations . 2,511,4-15 0 0 


Investments in subsidiary companies (see Directors’ ReporO, at co.-^t, less amount 
written otf : — Popular Hank S.A. Athens, 20,167 shares fully paid, out of a total 
of 23,572 shares, £125,916; loiiim Insurance (’oinpany S.A. Athens, 6,350 

share.s fully paid, out of a total of 7,500 shares, £7,921 

Alortgaged property in possession at or below valuation 

Hank premises in Greece, including in.itallations, at cost, iess amounts written olf, 
£214,992 : installatior.s in London at cost, /ess amounts WTiiren olT, £3,000 


13,055,642 0 0 

133,837 0 0 
882 0 0 

217,992 0 0 


£13,408,353 0 0 


7///V. IV 54 



RANK REPORTS, MEETINGS, I-TC. 


59 


THE NATIONAL BANK OF NEW ZEALAND LIMITED 

'I'nE profit for the year entied March 31 , 1954 , after providing for taxation and afrcr making 
.appropriations to contingency account, out of which account full prin-ision has been made for bad and 
.ioubtful debts, other contingencies, and diminution in the value of assets, auKumts to 4*21^,227. I'o 
rhis amount has to be added /J 132,303 brought forward from the previous year, making an av.iilable total 
;.t ^'345,620 which has been appropriated as follows : — contingency account, x bHKdOO ; interim dividend 
.g 3 per cent, actual, less United Kingdom income tax at 9 \. in tlie paid Janiiarv 19, 1951, /. H,0()0 ; 
tinal dividend of 7 pi'r cent, actual, United Kingdom income tax at 9^. in iIk i subject to eoutirmation 
hv the members), /,77,0('0 — ij.2 10,000 ; balance to be carried forward t») next account, /, 155,020. T he 
, ’Serve limd has been increased to £2,000, (100 b\ the transfer of £500,000 from the coiuingeiuy account. 

Bahntcc-shcer. MircJi 31, 1954 


I lAuii.n ii.s 

1 apilal .auihoriseil --800,000 shares ol £7. lOv. each 4.0,000,000 0 0 

Uapital issued- -800,000 shares of /. 7. 10s. cadi, £2. lOs. paid .... 2,000,000 0 0 

Keserve fund— -genera] reserve, /. i .(d ; siuuc pn umuiu acL»Mii'.i. } 587,500 2,(t0O,000 0 0 

•^rolit and loss account ... 1 55,o20 (t 0 

Proposed final dividend . - <7,000 0 0 

Peposit .in<! current accounts ..... ... 54,571,596 0 0 

Ifills pawible and oiliei . inc luding rcsei\es ha- , onfingencies and taxation 

on profits to dale . • • 4,60 5,244 0 0 


/ 6 5,587,460 0 0 




1, I hoii* I n( li *- spi-i. t >.t . <<r.itt’ !■ ,1 .".it.ii.t. iii-l 

li’.yu’.ntl f\L li iivt.- nli.ii 1 < !•.. . lh'ch-iJ i', , i nIi>m« i'.' . in> !lt^. .in (Muit ini’, t.i 

./.,.6!dS.s71. 

1 *0 ( 'iji ri':il .i‘i‘ <‘l 'II. a li.'liiiiii. ^ t'l \t",v Vi .tl.iiul .•inl < *l!i'':' • iiin i:< u • j, i in , i \ ^ 1 1 1 il 

inti) iMii’li.ti jninnus :>( i.ilf, ‘'t cvtl.rin. i iiii'iii* .ii .W.utli p. p;-)**-, ) ..'lO. 

Ni u /uiLiiul havi' 1 h-i:i i ■ >!.v, t n-ti ..l »liv; .ii the «li'c, «>! Hn*ii. 

i1) JjiM ‘ ipu'iits in snlv,i(.tiLti’. n.uniiu-e • innisiiiK.-- h.«VL bun -MUi'ii ilu\Nn ti nil. Int-i- 
Cl imp.mii. ninko lU'M* ri |>ii''lit m r l-.ss. ,\stliiii hi^uivs .ii<‘ in n”iii'u ml , nr* up .u « i ’n-l 
arc not miI’iimhoJ. 

'4i '1 iif ilirrctois* n-iiainct. linii .irr'i'iiriii il i,' /.S ' 


ASM is 


CURKFNr ASSl.l’S- — 

C'.ash in hand and Isalaiices with bankers on cAirreut aiul dep'isit a, <. oauis and 
dice] lies ill course of coiled ion .... ■ • ■ 

Money at call and slmrr notice .... 

Items in iraiisii between branches 

Bills receivable — London, /’U 129,204 ; New /ealaiid, yJ887,078 . 

Investments, cpioted 'on Stock Lxchaii.ges in Liiglaiivl, New Zealand :*.nd 
Australia respectively, at market value)- -British (6»vc rnmeiil securities, 
^1,907,750 ; New Zealand Government sccuriiies, £2,656,509 : Ausiraliai: 
Ciovernmciit securities, £69,969; umiuoicd fat cost — State Ad\ances 
Corporation Bonds 71961), guaranteed bv the New Zealand CiocernineiU, 

£2,276,463 

Advances, after deduction of provision for iloubtiul debts, and oih.er accounts . 


4.19,852,-110 0 0 

2.500.000 0 0 

2.463.1 55 0 0 
2,016,282 0 0 


6,313,691 0 0 

29,414,621 0 0 


FIXI-D A.SSM.S — 

Landed property, premises and furniture, at cost, kss amounts written off. . 827,321 


0 0 
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MONTHLY STATEMENT OF BALANCES OF LONDON CLEARING BANKS 



PROVINCIAL CLEARING-HOUSE RETLTWS 

[OOO's cmitTca] 
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LONDON BANKERS’ CLEARING-HOUSE RETURNS 


Month 

Town Clearing 

(jeneral ('IcarinR 

Total for the Month 

1952 

/: 

c 


May 

6,889,000,000 

2,497,000,000 

9,386,000,000 

June 

6,261,000,000 

2,101,000,000 

8, .363,000,000 

July 

7,498,000,000 

2, 395,000,000 

9,893,000,000 

August .... 

6,192,000,000 

2,141,000,000 

8,3 34,000,01)0 

September 

6,799,000,000 

2,l76,000,0t)0 

8,975,000,000 

October .... 

7,4.38,000,000 

2,459,000,000 

9,S97,01'0,000 

November 

6,471,000,000 

2,338,000,000 

8,809,000,000 

DecemiKT .... 

6,797,000,000 

2, 357,000,000 

9,154,000,000 

1953 




January 

8,715,000,000 

2,671,000,000 

11,416,000,000 

b'cbiuarv .... 

0,9 38,000,000 

2,243,000,000 

9,181,000,00t‘ 

March . . 

7,783,000,000 

2,436,000,000 

10,219,000,000 

April ... 

7,5'79,000,000 

2,342,0004)00 

9,921,000,000 

May 

6,851,000,000 

2,480,000,000 

9,330,0t)0,0o0 

June ... 

7,4J5..0()(t,()Ot) 

2, 323,000,000 

9,747,0«.)0,000 

July 

8,709,000,000 

2,572,000,000 

11,281,000,00!) 

August .... 

0,465,000,000 

2,176,000,000 

8,641,000,000 

September .... 

8, 445,0(^0, 000 

2,401,000,000 

10,846,000,000 

October 

9,159,000,000 

2,649,000,000 

12,108,000,000 

November . 

7,641,000, 00(^ 

2,384,000,000 

10,026,000,000 

December .... 

8,030,000..00(> 

2,627,1 >00,000 

10,657,000,000 

1054 




January .... 

9, '554,000,000 

2,V34,0O0,0i)0 

12,288,000,000 

February .... 

,4 37,000,000 

2,351,000,000 

9,788,000,000 

March. .... 

9,639,000,000 

2,638,00(),0i;l) 

12,277,000,000 

April 

8,58 3,000,000 

2,18 3,000,000 

11,066,000.000 

M:i\ 

9,()75,000,000 

2,601,000,000 

12,.r76.lHH),000 


SCOITISH CIRCUI,ATION RETUILNS 

Avi-.KACr Cl«C'UT.AIlOM AND COINf HJbXIi OUKINti TIJI-: ToUK WlXKS l-NPA'D 

i>AruKix\v, May 1, 1954 





Avcriiue (.'irvnlution duriiiL*. 

W Ctrl’* 

t>t Uuiik oi 





cndfil ;is 



or Ua.ni.. 

AutJioiiscd 




:iiid 



CirwulHtiuji 

y.S .Mid 


I 1 ii.t!". 

( mil iurld 
d’.miiji I'tnjr 
Wccl'.s endfd 







!is above 



L 

L 

/■ 

/. 

/: 

1 

Bank of Scot lam i .... 

396,852 

7,978,064 

5,0';7,-M < 

1 3,0/5,507 

I 3,429,522 

2 

Roval Bank of Scotland 

216,451 

6,761. J25 

5,959,911) 

12,721,235 

13,263,312 

3 Frirish Linen l?ank 

438,024 

6,341,651 

4,370,640 

U9712,:297 

n, 017, 562 

4 

Commercial Bank of Scotland 

.374,880 

10,406,133 

6,283,905 

16,(i90,038 

Y7',683,813 

5 

National Bank of Scotland . 

297,024 

6,798,666 

4,416,422 

11,215,088 

11,899,751 

6 Union Fank of Scotland 

454,346 

5,274,401 

4,046,138 , 

9,320,539 

9,626,606 

7 

Clydesdale and North of Scotland 
Bank 

. 498,773 

14,510,785 

6,139,171 

20,649,956 

21,667,151 


"Totals .... 

2,676,350 

58,071,025 

36, 313,635 

94,384,660 

98,587,717 
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IRISH CIRCULATION RETURNS 

NORTHERN IREI.AND 

AVERAGE ClRCULATK^N AND C>)iN HFXD DURING THE EOUR WEEKS ENDED 

Saturday, May 1, 1954 


Namu op Dank 


vl 

Circulation 


Circulation diirinR Four VC’cck.s 
ended as above 


* Average 
Aniount 
of Hank of 
l-iirjand 

Notes and 

(’o n held 





y.S and 
iipWiirils 

Under £.5 

Totals 

Weeks einlcd 
as above 



£ 

£ 

£ 

£ 

/: 

1 

Rank of IrelamJ 

t722,966 

1,549,186 

248.2 33 

1,797,419 

1,169,557 

2 

Rrovincial Rank of Ireland . 

t-^E/,607 

1,259.158 

215,1)36 

1,474,194 

1,416,042 

3 

Relfasi Ranking C'ompany 

.350,000 

1,RU,127 

72,391 

1,175,521 

1,819,776 

4 

Northern Rank 

244,000 

1,460,951 

82,082 

1.543,033 

1,810.354 

5 

Ulster Rank .... 

290,000 

1,528,908 

96,671 

1,625,579 

1,898,686 

6 

National Rank 

•1127,291 

582,242 

31.285 

61 3,527 

516,398 


'Eoials .... 

1,981,864 

7,483,572 

745,701 

8,229,275 

8,660.815 


E'ach of the Rankers named in the above Return, who have in drciilarion an amount of Notes 
beyond that auiliuiiscd by the Rankers (Northern Ireland) Act, 1928, liavc held an amtmnt of Rank 
of England Notes and (lold C'oin and (>oin other thiui Ci<dd C'oin not less than tliat wliicli they arc 
required hy the dVeasury to hold during tlic period to wliicli this return relates. 


t These flinounts ;ire the latest ninounts approved by the TTcasnrA'. 

* 'I'his column iiu hides Hank of ImKland Notes dcpohiied at the Hank ot Hn';;i:tnd whicli, by virtue of See. 9 (1) 
of the Cairicncy and Hank Notes Act, 1928, are to be treated as gold coin held by the Jiank. 


IdiGAL Tender Note 1’Und as at May K 1954 


Issue 
£ 5. J. 

Outstanding as at end ot pre- 
vious week .... 68,22(\45t 10 0 

Iisued during week ended 

May 1, 1954 . . 9 57,193 10 0 


^69,157, 645 0 0 


VcCOtTNT 

£ s. d. 

RctU'cmcd during week endei.1. 

xMav 1, 19-54 ^ . . . 1,039,164 0 0 

Outstanding as at Mav 

1,1954 . . . “ 68,118,481 0 0 


/:69,157,64r> 0 0 


FOREIGN BANK RETURNS 

BrVNK OF FRANCE 

Francs (000,C00’s omitted) 



Date 

Gold 

Private 

Uiicount.s 

and 

In (Occupa- 

Advances to State 

Treasury I'ixnl 

Special 

Notes 

Deposit*.- 

Mav 13 


. 201,282 

Advances 

1,182,852 

tion Costs 

426,000 

Advances 

195,000 

Adwinccs 

5 3,849 

Advances 

181,200 

2,290,248 

112,172 

,/ 20 


. 201,282 

1,1 '3,208 

426,000 

195,000 

5 3,849 

161,600 

2,247,919 

109,859 

26 


. 201,282 

1,151,430 

426,000 

195,000 

53,849 

172,000 

2,272,409 

128,966 

Jiuie 3 


. 201,282 

1,170,158 

426,000 

195,000 

53,849 

192,200 

2,318,600 

115,469 

„ 10 


. 201,282 

1,161,033 

426,000 

195,000 

53,849 

196,800 

2,304,296 

113,539 

June 11 

1953 

. 200,187 

1,244,475 

426,000 

200,000 ' 

53,982 

— 

2,072,685! 211,294 


July, 1954 
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FOREIGN BANK nUTVRNS—icontmucd) 
U.S. FEDERAL RESERVE BANKS 

Dollars (000,000*s omiltcJ) 


Date 

Total 

CJold 

Reserves 

Total 

Cash 

Reserves 

Total 

L'.S. tfovt. 
Secuiities 


rotal 

Fhils and 
\d\auces 

Total 

Reserves 

May 12 . 

„ 20 . . 
June 2 . 

,, • 

21,28.i 

21,281 

21.288 

21,241 

?A.2W 

^70 

500 

341 

551 

2 1,632 
24,OS7 
24,737 
24,812 
24,987 


24,902 

24,860 

24,940 

24,988 

25,1 05 

50,808 
50,9 38 
50,457 
50,408 
50,595 

195^ 

June U' 

21,5>4 

507 

24,0 57 


25,095 

50,5*8 

Dare 

i-.H. Notes 
in 

C ArLuI.itioi> 

Member Hank. 
Ke.serve 
Deposits 

Citivrrn - 
ment 

I deposits 

1 otal 
I.'cposits 

I-.XLess 

.Wetrtber Hunk 
Heserve 
Deposits 

Krserva 

Ratio 

May 12 . 

„ 19 . 

» 26 . 

T'lnc 2 
,, 9 

2''), 167 
25,412 

2-j, 192 
25,591 
2^1,541 

19,4Sl 

19.()S6 

19,017 

n\474 

20,0 52 

542 

418 

50 > 

448 

250 

20.959 
2 ! ,027 
21,007 
20,821 
21,016 

745 

74(> 

080 

()09 

1,104 

45'8 
45 8 
lS-9 
45 8 
45 6 

19^5 

June U) 

25,7(Vi 

20,1 08 

0 

20,9 35 

7 1 7 

45 8 


U.S. FHDHRAL KHSURVK BANKS AND TRi-ASL’RV 
COMBIN' liD 



iMoiutujy 

Trcasuiy 

Money 

'J'rduiv (.‘.Hsh Hiul 

Date 

( told 

and Bank 

in 

1 )cpi'Mfs with 


Slock 

t 'uiieiicy 

Circ ciJutiun 

T’ 1*. Hanks 

Mav 12 . 

21,970 

•1,952 

29,759 

1,582 

19 

21,971 

4,950 

2*), 707 

1.259 

„ 26 

21, 9/2 

4,957 

29,6‘)7 

1 , 5 59 

] lino 2 

2 ! ,92 5 

42)58 

29,9 54 

1,279 

„ 9 . 

21 ,‘-*24 

4,957 

29,87 5 

1,07') 

195 5 





June 10 . 

22,5 57 

4,850 

.M),00 5 

1,295 


(GERMANY 



O.UMT.INLl) Kl.ilR.N 1)1 rni. ll.'.Mv l.)M;!\;:HhR LA'NUI K AND DU 

in 1)M million' 


i.nIFRAI. Hanks 



r,oid 

( 'jcdit 

IT, l:i lilt's nt 
I'tM'cr.'n 
Hanks, 

Ton i.’.n 1 asli. 
Hills anti 
( a-icqufs 

InlaiKl 

Hills 

T St, Ti.nigc 

AdvanCfS 

aril! 

slit lit t(. IIP 

1 a-iiJill'as til 
the h’edei il 
( itivemineiir 
anti I'tlier 
Public 
.\uihtii iiics 

H ml-, Not( s 

1!1 

( a:v oiatioii 

Hnii!-, 

I )l pi iSll'S 

Non-Hunk 

1 )cpnsits * 

1954 

Mav 7 
» 15 . 

„ 22 . 

» 31 

June 4 

1,758-3 
1,738-3 
1,706-6 
1,706 6 
1,7067 

7,858-7 
7,945-6 
7,878-1 
7,961-1 ‘ 
7,983-6 

1,707-8 

1.658- 7 

1.658- 6 
1,772-3 
1,721 2 

163 5 
lv‘i5-3 
156-1 
148-7 
148-5 

11,086 9 
10,641-3 
10,136-9 
11,498-3 
11,339 8 

2,928-2 
2,603-5 
3,134-9 
2,686 3 
2,754-3 

5,557 2 
4,966-0 
4,8 37-3 
5,542 6 
5,462 4 


* These figures include purchases of Jitiualisation Cliiirns by Public Authi>ritics. 


VOL. CLXXVIII, 
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INSURANCE AND ACTUARIAL RECORD 

♦ — 

Insurance Accounts Analysed 

T HI{ 1Q5^ tradini; reports of ‘'comptisiic ” insurance oitices, i.c., ojlices transacting 
sill classes of insurance, including life, hut depending on life profits only to a 
minor cx‘cnt, make a more tli:in usually interesiuv; study. A feature of particular 
signiiicance was a lack of buoy ancy in premium income, !)oth at home, m the United 
States of America, a.nd ceriain (Uher territories overse is, which would seevu to pres.;:.?.; 
an end in many countries ol tlu; posi-w ir innalionary boom, and :iko lo tlic embarrassing 
rate of premium increase to which the companies have been subi'^cicd in receni years. 
To the extent tlial sialiilis uion in premium income denoies a lessening in hiilaiion n v 
pressure, ua»h a ctmscqucnt halt in the incrca'^ing ca^^^t of chums and llie pan ision of 
ever increasing reserves, a period ol adiustmeiu should be benefit i'^uring a prt)- 
longcd period of inllatioii, however, exixiiscs inevitably incis: isc, and tins infl uion 
of costs tends lo be in(»re rigid ihaii Inc iiulation of premiums. If, ihei\.lV*re, \hc future 
rale of expansion in premium income is lo be more lowly geared, a siitist'actorv levelling-i>i' 
will need to he applied to fne expense side of liie husinc.-.s, a factor whicli can s.ifely 
be left to liv.. ever watcliful coTupany nuuuigcmcnts. 

Insiu’ance is 0(1011 criticised because of the growth of hs aggreg.ilc jlJnd^, wiiieli 
are misi epve‘/enled as Ixang aecumulations of over-charges t\> polic lU.^hlei-. 'fhe 
tnitli i (d' coiuvc, «hit the ’vvervc'. of an uisurancc convpany -"eoi c'.eni vniuaily Us 
stock-in -trade, and tliat a h.igh prioiiiy must aiwavs be acc-orded to the binancss of ere u- 
ing reserves. A feature ol'ihe companies’ post-war reports has in iaci been the v ;ry sni-iil 
pcrceiit ige of total tmderwribng surplus remaining to -.wcl^ llio invested duuds owinc. 
in the uviin, lo high tax:<tion boih 't home and - ar iioiu t!.e total bm-.is 

being cxc'ssive, their i\s:,ieli\l gro .'Lli in the perunl of ]^c.st -\ x u’ iuliati'm iias gus-n 
rise to extreme dirheulty in providln.r inNur.ince cover for aca unuilaPons of world 
commotii'ies at inilaled values, and has severely h ndicapi ed brilish ccni' ani;-. in ful- 
filling their world-wide obhg.uions. (!om]\-ny reptnus for tiic past year are niUeworihy 
in that they mark what may well be the beginning of more genev 1 endeavour to 
mitigate the clfecls c f “ reserve siarvaiiv'U bv capir il recomiructitin. d’he Rt. lion, 
l.ord Pjicester, at live meoiing of the Ritya/ /'.w.'c.vygc Assurance, said the directors had 
taken tiie view llv.r thr .urplu*' ai'ising tVe.ni the M.ud-t\\ riling op.. ration- slic;u)d be 
retained as additi('avil security lor the I'nitceiion of the increasing number of oolicyhoi Jers 
in ll'.e grviup, and a.ddc'.i .iL ilie -.ame bme they feel that by reason of the great expansion 
of tb.e business in the post-war years a complete reorg.-mf; uion of the eapua! sinicture 
is overdue.” d'hc premium income ol' the Rowil lixc/ian^c is l«)-dia\ approximately 
three limes what it was before die wxir, a fact winch rctlecis a vast increase in liabilities 
to the insuring public of many dilfcrcnt countries, and l.ord Bicester continued ‘‘ the 
crushing rate of taxation which wc have had to bear for the past 1:5 years has prevented 
the buildiing up of all the reserves which your directors would like lo sec in order to match 
our heavier commitments. Moreover, the world-wide nature of our activities has 
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necessitated the retention of considerable assets in overseas territories ; and this in turn 
has had the ctfccc of limiting our liquid resources in this country.” The issued and 
paid-up capital stock of the Royal lixchaaqe Assurance has been raised from /;946,978 
to £2,850,000. The paid-up capital of the General AceiJent l ire and I.ife Assurance 
has been increased by £1,000,000 to £2,500,000, the last capital increase being in 1955 
^vhen the premium income was untlcr £9 million, compared with some £42 million 
at the present time. 'I'he chairman. Sir Stanley Norie-Miller, Ht., mentioned the 
need, as the business further expands, to maintain steadily rising reserves and surpluses, 
parlieTilarly in countries overseas. 41ic Hmployers' Liability Assurance also considered 
it cxpeilient to capitalise part of the general reserve and make an is>ue of fresh capital. 
In this case the issued capital has been raised from £584,77.] to £2,000,000. 'flie 
prcviiais elvange in the capital structure took pl.ce thirty-three years ago, and in this 
perioti the corporation’s premium income has increased from £5,500,00t) to £25,000,000. 

Another aspect of administrative work which receives enijihasis in the past vear’s 
accounts relates to the possibility of lluctuaticms in rare^' ot exchange, specific transfers, 
or reserve adinstmenis, actuated by this (went, being of more Irequciu iicciirreuee tlian 
for many years past. Referring to a transfer of /400,(HX) U) Ibreign exchange account 
in respeel ol' this financial risk, which is, of course, inseparable from wiirld-wide 
activities, tlie chairman ot' the Phoenix Assnninee^ (Colonel the lion. J. ). Astor, told 
sliarchoiders our national ^'acoi'ciipaliou during .the last few ye:»rs that the pound 
sterling should be a-bic tta ' look llic dollar in the fa.ee ’ haa> tended to obscure the fact 
that there are other eonuiries which have recently run into more serious ilillieullies than 
sterling has had to meet, 'i'he Lhiited Kingdom is entitied to ieel some satisfaction 
riiat at the end of l9 ;-"> {\v: pound sterling was stronger on woild inarkeis than at any 
lime in these posi-\\ar years. A\any other currencies have not Ivaen so strong, although 
the degiee of weakness m:.y have been concealed by \ario<is devices of cxchanste control. 
Nevertheless, j'or the ('iru.'iencv of our business we hxw: tai hold funds in all currencies, 
and, nouvitl'.stau'.iing 'imeasim’ eiforls to secure incimum remiitanci's to l.oniloii, 
th.O'-e funds are sijmelimes exposed l<» depreciation.” 

4 l.e aggreg.ite lire, aeeideni and marine premiun] income of the tweuty-l'our 
selected etnnpanics comisriset) in our Libles of trulimi resiiU^ reached an albtime peak 
laM year at £47 ).(;'/ 3f)00, to siiow an increase of £15,9 15,000 f v5 per cent.; on the 
1952 figure which, at 157,1 2ibOtiO, itself consiituie.i an .idvancc of £4 5, 59'1,00() f 10-5 
per cent.) on the 19 51 total. TliC overall rale of pre-gression will be seen to have very 
considcrablv slowed dowii, but the total surplus ira.usfcrrcd to ]'»rolit and loss, at 
£29,003,000 shows an increase of £5,559,000 on the pre\'iuus year’s total., and a profit 
ratio of (5-1 per cent, of tlie premiums, compared wiui 5-5 I’^er eeni. for 1952 and 5-2 
per cent, in 1951. 'Die aggregate of the reserves nriintaiujd in the trading accounts 
was £301,402,000, against £291,114,000 and £ 209 , 059 , 001 ) in the two preceding years. 
The improved underwriting result is entirely due to a generally more favourable 
experience in the accident account. 

Results in the fire department wxrc affected by a remarkable succession of' wind-' 
storms in the United Slates, the .total destruction by fire of the S30 million (Icncral 
Motors plant at Tdvonia, Michigan, and, in the United Kingdom, claims in respect of 
the Hast Coast flood disaster and lire w’astagc at an all-time record of over £25 million. 
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Fire Revenue Accounts for 1953 
(£000’s omitted) 



> 

t ,l.iims Paid 
and (jiUsiundint' 

. “t 

C Prcmiuins 

( .orninisMDii and 
I'.vpensi s 

of 

C Pri-miiims 

I'aki-n li» 
Proht and 

I 

L 

l-'und 

L 

Alliance .... 

5,876 

2,015 

34-8 

2,709 

46 1 

982 

6,200 

Atlas 

5,83^ 

2,760 

47-3 

2,510 

43 0 

587 

3,333 

C'alcdonian .... 

3,187 

1,605 

50 3 

1,361 

42 7 

269 

2,150 

(y)minercial Uniuii 

22,055 

10,115 

45 9 

9,167 

42-9 

1,800 

19,488 

Eaj'le St.ar . 

i,322 

1,185 

44 7 

1,409 

42-4 

396 

1,55-1 

Pmpli)ycrs’ Liability - 

2,591 

1,091 

12- 1 

1.115 

44.2 

139 

1,261 

Cicneral Accident 

3,6 37 

1,367 

37-6 

1,565 

33 1 

5 39 

3,375 

Guardian 

L187 

1,911 

42 6 

1,84 3 

41-1 

619 

2,24 3 

Licenses and (ieneral 

641 

318 

49 6 

302 

■17 1 

58 

256 

Liverpool and l.ondon and 








Globe 

11,9 32 

5,537 

46-4 

5,131 

45-5 

1,018 

7,773 

I^jndon and Lancashire 

11,185 

5,3.37 

47-7 

5,149 

-16-1 

786 

1.474 

I.nndon Assurance 

7,871 

3,633 

16 1 

3,682 

46-8 

519 

3,936 

North Hritishand Mercantile 

16,240 

7,811 

18 1 

7,388 

45-5 

96 3 

10,628 

Nt^rwitli thiion 

6,450 

2,771 

4 30 

2,998 

46-5 

62 3 

3,551 

Northern 

8,8 M 

4,1 ^6 

46 9 

3,962 

44-9 

68p 

4,412 

Pearl ... 

5,354 

2,455 

45-9 

2,619 

48 9 

125 

3,444 

Phoenix 

1 1 ,29i) 

5,267 

46-6 

5.077 

44 9 

920 

5,648 

Provincial 

046 

353 

37-1 

409 

13-3 

172 

378 

Prudential .... 

■1,174 

2,162 

49-4 

1.912 

43-7 

.351 

2,075 

Royal l^xchan.ue 

9,5 11 

4,117 

13 1 

4,127 

4 3-3 

1,113 

4,771 

Royal Insurance 

19,277 

9,332 

48-4 

8,803 

45-7 

1,489 

13,711 

Scottish Union and National 

5,500 

2,777 

50-5 

2,500 

45-5 

117 

•1.500 

Sun Insurance 

6,759 

3,152 

46-7 

3.0 37 

44-9 

648 

2,70 3 

Yorkshire .... 

4,169 

1,917 

46-0 

1,710 

41-7 

■150 

2,671 

'Folals ... 

181,316 

83,454 

45 9 

81-147 

41 7 

15.462 

111,5 35 

Totals h^r 1952 , 

180,059 

77,900 

43-3 

79,402 

111 

17,856 

112,869 

Totals for 1951 . 

169,863 

71,510 

42 1 

7 5,010 

43 0- 

16,255 

107,297 


'Fransfers froin lire iradinj^ account shown at £15,462,000 represent 8-5 per cent, 
of the premium income, aitainst a corresponding figure of £17,856,000, or 9 0 per cent, 
of tlic premiums in the previous year. 

Premiums in the accident and general account went furthci ahead, and at 
£247,597,000 now exceed the lire total by £66,251,000, the corresponding figure a year 
ago being £47,312,000. It is still the case that ihe more important sections — motor, 
employers’ liability and third party risks — remain the problem classes of the accident 
account. Common law workmen’s claims arc still causing serious concern, and a 
further adjustment of rates seems necessary to meet increased liabilities. Public liability 
insurance, as applied to the many types of third-party risks outside the scope of the 
motor policy, was again in demand, but the conduct of the business was affected by 
conditions similar to those which have proved the liability risks of motorists and 
employers to be generally unprofitable to underwriters. Products liability insurance 
gained ground, and there was a growing volume of new business resulting from more 
and more employers turning to group accident insurance as a means of supplementing 
their workmen’s National Insurance cover. 
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AcCIDtNT AND GENERAL REVENUE ACCOUNTS, 1953 




8 

q 

’A 

omitted) 







('lainis 

I’aid 

C'.iinniissii 

•n and 

t aken to 



Err.niiums 

and iuitstaxidiiu'. 


I’loiii and 



h 





I .OSS 




L 

I’lomiuins 

L I 

’u-miinns 

L 

i. 

Alliance .... 

5,^52 

2,482 

46 4 

2,060 

58-5 

597 

.3,191 

Allas 

2,576 

L389 

54 0 

920 

55-7 

70 

1,030 

Caledonian .... 

L5U) 

1,995 

56-8 

1,534 

580 

54 

1,401 

Ccunmercial Union 

25,960 

14,05 5 

541 

9,272 

55 7 

LOGO 

17,007 

Kaglc vStar .... 

6,85^ 

3,665 

5 5-5 

2,746 

40 1 

25 5 

2,841 

Emplover.s’ Liability . 

22,472 

15,158 

58 6 

8,070 

55 9 

809 

8,113 

(leneral Accident 

57,481 

20,599 

55 0 

13,929 

57-2 

1,245 

18,19.2 

Guardian 

5,227 

2,644 

50 6 

i,770 

33-9 

545 

2,352 

Licenses and General . 

%8 

546 

56 4 

580 

59-5 


387 

L.iverptM>l and London and 








Globe .... 

15,147 

9, 148 

62 4 

5,560 

35 4 

171 

7,309 

Lond<ni ami Lancashire 

12,255 

7,018 

57-3 

4,560 

57-2 

157 

4,902 

London Assurance 

4,898 

2,929 

59 8 

1,5 56 

31 -4 

254 

1,959 

North llrirish ami Mercantile 

5,077 

2,576 

50 7 

2,005 

.39 5 

566 

2.098 

Norwich Unit>n . 

7,01 5 


52-3 

2,617 

37-5 

551 

5,05 3 

Northern .... 

7,776 

4,198 

540 

5,076 

59-4 

99 

3,888 

Tearl 

2,08 5 

1,110 

55 5 

795 

58- 1 

no 

1,310 

Phoenix .... 

17,68 5 

9,944 

562 

6,807 

38-5 

491 

7,074 

Provincial .... 

5,090 

1,558 

50 3 

1,258 

40 6 

2 52 

1,238 

Prudential 

7,182 

3,716 

5L7 

2,612 

56-8 

540 

3,481 

Royal PN'ehange 

14,188 

7,471 

52-7 

5,288 

57-3 

915 

5,675 

Royal Insurance . 

24,^50 

1 L495 

59-5 

8,506 

54 9 

52 3 

13,240 

Sc<*tlish Union and National 

1,742 

917 

54-4 

651 

57-4 

69 

875 

Sun Insurance 

7,515 

3.911 

535 

2,795 

38-2 

537 

2,926 

Yorkshire 

7,. 593 

4,154 

562 

2,699 

56 5 

161 

5,151 

■fotals 

247,597 

137,65 5 

55 6 

91,072 

56 8 

10,224 

116,700 

’1‘oials foi 1952 . 

227,571 

127,373 

! 560 

83,687 

36 8 

3,422 

107,229 

Totals for 1951 . 

196,127 

113,216 

57-7 

72,105 

36-8 

491 

95,554 


'I’hc accident results for the year rellcct a more favourable outcome in the motor 
section. The general effect of the improvement in this section — the most important 
source of revenue in the accident department — may best be stated in the words of a 
company chairman ‘‘ the substantial losses incurred on motor business over the past 
decade have largely negatived the profits made on other classes of risk, but there are 
now grounds for hoping that improving motor results will enable us to reap the full 
benefit of underwriting in these other sections.” 'fhe chairman added “ we are still 
a long way from obtaining a reasonable return on motor insurance.” 'I'he profit 
transfer of the accident and general account, as shown in our table, was equivalent to 
41 per cent, of the premiums for 1953, compared with 1-5 per cent, in 1952 and 0-25 
per cent, in 1951, 

The marine insurance market is suffering from a position where it can too easily 
absorb the volume of business on offer. As a result of' intensified competition for 
business available, cargo rates have further deteriorated, and in many cases are 
considered so inadequate that prjjdent underwriters prefer the business to pass them. 
In the hull market, international competition led to the abandoning of the attempt to 
secure a 10 per cent, surcharge on premiums to oifset the continuing increase in the cost 
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of ship repairs. It is said there are sip:ns that, in the not too far distant future, com- 
petition may reduce the cost of ship repairs, and this would, of course, have a very 
hcnclicial effect upon the results of hull undenvriling. 


Marine Revenue Accounts, 1953 
(Including Aviation and Transit Business) 
C^'000^s omitted) 





G'mmissimi 

Taken 




Premiums 

(Taims 

and 

to I’roi'jt 

I'und 

of 




lixpciiscs 

and Loss 


Prcmiiiins 


L 

£ 

£ 

£ 

/: 


Alliance 

2,25S 

1,977 

374 


3,761 

166 6 

Atlas 

759 

522 

109 

100 

1,27 3 

167-7 

Caledonian .... 

415 

1 15 

76 

50 

875 

201 0 

Commercial Union 

2,V/S 

1,925 

288 

200 

3,921 

164 9 

Ragle Star 

1,777 

1,477 

208 

75 

1,95 3 

109 9 

Hmployers’ IJabiliiy 

497 

518 

80 

1 5 

699 

110-7 

Cicncral Accident 

762 

S86 

80 

150 

1,203 

157-9 

Guardian .... 

1,412 

976 

190 

211 

1,921 

1.36 0 

licenses and (icneral. 

^79 

428 

19 


4 36 

115-0 

Liverpool and London and 







GU^bc 

1,655 

1,262 

310 

1 30 

3,5 38 

201-7 

I.ondon and Lancashire 

4,158 

3-491 

696 

500 

6,2 32 

14 3 0 

London Assurance 

h541 

2.511 

4 37 

350 

5.266 

148-7 

North British and Men. aniilc 

1,701 

1,322 

295 

217 

.3,627 

154 3 

Norwich Union 

1.171 

1,000 

150 

75 

1,820 

155-4 

Northern 

5,816 

5,077 

29 3 

297 

8,003 

137-1 

Phoenix .... 

2, 100 

1,8(.)0 , 

378 

150 

3,808 

165 6 

Provincial 

794 

689 

28 

150 

1,454 

183 0 

Prudential .... 

176 

293 

34 

25 

860 

229 0 

Royal Exchange . 

1,884 

1,5 30 

220 

209 

3,75 3 

199 2 

Royal Insurance 

1,124 

2,417 

615 

25 3 

7,005 

22-i-2 

Scottish Union and National 

1,198 

1,109 

279 

100 

1,912 

1 36 7 

Sea 

2,097 

1,6 30 

287 

110 

2,770 

1 390 

Sun Insurance 

1.292 

1,05 3 

222 

100 

2.054 

159-0 

Yorkshire 

1.944 

1,518 

222 

150 

3,223 

1660 

Totals 

44,1.10 

35,748 

5,890 

3,317 

70,167 

159 0 

'Totals lor 1952 . 

49,698 

37,048 

5,96 3 

3,977 

71,016 

142-9 

Totals for 1951 . 

47,744 

29,408 

5,709 

4,764 

68-208 

142 9 


While 1952 w^as a noteworthy one f\)r insurance shareholders, being marked by a 
rise in dividends of a catholicity rarely seen, the past year has not been without benefit 
to proprietors. Of the eighteen companies included in our table of interest income 
and dividend costs, the Alliance^ Calcdonnin^ Comtucrcial Uniou^ Eagle Star, Guardian, 
London Assurance, London and Lancashire, Northern, Royal Insurance and Scottish 
Union and National, all raised their dividends. Oapital reorganisations, carried out 
on favourable terms to shareholders, by the Employers^ Liability, General Accident and 
Royal Exchange Assurance, have already received mention in this article. In addition, 
the Atlas Assurance subdivided its shares and capitalised /'550,000 of the reserves to 
pay up part of the uncalled capital ; the Commercial Union, with a view to a broadening 
of interest in the company, arnmged for its stock to be quoted in 5.s*. instead of £1 units, 
while the North British and Mercantile took £1,031,250 from reserve in payment of 
uncalled capital on partly paid shares. 

Insurance dividends are traditionally paid out of interest earnings, leaving the 
underwriting profit to be ploughed back into the all-important reserves. So far as it 
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is possible to equate the dividend cost with net interest earnings, more especially having 
regard to the varying treatment of profits tax and h.P.L. as bclween olliees, our table 
shows net interest income, at 1,40 1,070, in excess of the dividend cost by ^^^498, 2 34. 
If life profits and ices, often considered with interest income as a source from which 
dividend distributions arc met, be included, the excess is brought up to 295,605. 


Lari h of Xi.r Inifki st Incomc — J’)ivimND ("osr.s — I an- rRi>i iis ano laais — 1953 



Ncl into rest 

Net JiviOenJ 
and or 

b.xccss inicrcst 
income over 

Idfc profits 


income 

interest com 

dividoml cost 

and tees 


L 

L 


£ 

Alliance . ... 

407,421 

KV2.000 

5,421 

115.512 

•Atlas . ... 

217.288 

181,500 

6-.->,7.^8 

29,917 

( ialciionian .... 

14v,7 36 

106,562 

-13,1/4 

16,912 

1 ’.I'inmeri i.il 1. 

L58 1.279 

1.119,525 

-161 ,7 3 1 

89,210 

lAi^lc Siai 

492.170 

-i 7 1,020 

!I7,5U 

51,814 

lfinplovcri>’ 1 .labiiitv 

42S,099 

190, 16 > 

2 17,6 36 

55,816 

(rcncrai Acciilcnt . 

80P168 

3 9),S75 

400,29 3 

i::,2 5 5 

(Tiiardiaii 

311,298 

z?:7Am 

84,290 

41,621 

1 .1 •/I'.li.m AsMinincc 

•144,342 

3 11. 008 

1 ^3, ■’.34 

20.16/ 

I.cnduii anfi Laiu.u4u:c 

701,787 

ooS.ill 

90, 170 

24,582 

NurilxTii 

448,799 

255,613 

19 3,156 

39,-172 

N'-rtli aiiii McixanMlc 

^>45,915 

() 1 ').‘)00 

3l).!.-;i 3 

50, .127 

PllOLMlix . 

8 19,000 

480. 107 

3()8,59 3 

56,972 

Royal ln>uia:i».c 

1,907.5 77 

1,69 3,979 

2 1 3. 398 

45,000 

Royal P.xtliai'.'^c 

">90,8 30 

200,126 

3 30.104 

82,268 

Sctttlisli I'nioii atiil Nan<»ria: 

241-588 

1 >2,000 

109,588 

24,221 

Sun Insurance* 

451,982 

3 30,000 

121,082 

3,476 

Voikshirc 

278,993 

13?,00 3 

146,990 

37,951 

r-rals . ... 

11,101.070 

7,902.8 36 

3,498,234 

797,371 

i ('Lais tor 195.?, 

10.218,898 

7,175,7 31 

.3,04 3,167 

7 32,774 

l\'tals i’or 1951 

9,567,20 3 

().J7«,4I0 

3,188,79 3 

665,990 

* .Niisecllanooiis 

income fltle business 

triin'.;icio>i hy 

“ .Sun Lil'e "). 



In general, it may be said that the operations of British insurance in the jaisi year 
pruved favourable fiir the companies, and resulted in a further Mreiiglhcjiing oi their 
already strong financial position to the iiliimate benefit oi both policyholders and 
proprietors. 


Alliance Assurance Company Limited 

Tin: total premium income in the lire, accident and marine departments of the 
Alliance Assurance Company advanced during 1955 by £412,989 to £13,485,484, while 
the underwriting surplus, after providing for unexpired liabilities and charging overseas 
taxation of £310,036, amounted to £1,505,493, compared with £1,645,352 for the 
previous year. These satisfactory figures have been attained despite a fall in both 
income and surplus in the marine department, and, representing as they do an overall 
profit ratio of 10- 1 per cent, of the premiums, compared with a ratio of 12-5 per cent, 
formerly, again show a high degree of underwriting success. 
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Mr. Anthony G. dc Rothschild, the chairman, has expressed partiailar satisfaction 
at the increase in premium income and surplus of the fire and accident departments, 
since the figures have been assisted to a much less extent than in recent years by the 
influence of inflation upon sums assured. In fact, as a result of reduced values of 
stocks and commodities, both in this count ly and abroad, and the fall which took place 
in the profits of certain industries, there have been substantial reductions in many large 
fire and consequential loss insurances, combined, in many cases, with returns of premium. 
I'hc chairman matlc mention of the verv keen competition which has developed consequent 
upon the reduction in the volume of business available, and the resulting widespread 
reduction of premium rates is, he considers, a tendency likely to continue in the immediate 
future. 

New' business in the life department achieved a further record high level, w ith sums 
assured, after dediictiim of reassurances, of £8,5 32,^)22, against £7,911,269 in 1952 
and £7,774,286 in 1951. A quinquennial valuation of the Alliance life and annuity 
funds was made as at l^ecembcr 31, 1953, and revealed a surplus of £2,730,787, of 
W'hich £1,918,()48 was allotted to policyholders, in addition to interim bonuses ol 
£216,872 paid during the quinquennium, 'bhe sum oi' £237,280, being members' 
proportion of the surplus, lias been transferred to their account, leaving £574,859 
carried forv,ard, against £475,776 brought in from the previous valuation. A compound 
reversienary lionus at the rate of 36.s\ per cent, per annum has been declared on 
participating policies issued in and after 1894. 

A valuation of the lictvwtnic closed fund was made at the same date and show’cd 
a surplus of £92J01^ of which £87,658 w'as allotted to participating policyholders in 
the form of a compound reversionary bonus of .3 per cent, per annum. In addition, 
£29,454 had been p-aid as interim bonuses. 'The balance of £5,049 was carried forw'ard. 

b'ollowing a quinquennial valuation of the Alliance capital ^-edemption business, 
the sum of £1 39,000 was appropriated as surplus. Oac-fil'th of this surplus, together 
with one-lilth of the members' j^roportion of tiie Alliance life and annuity surplus is 
credited to profit and loss account for the current year. 

Separate revenue accounts and balance sheets arc submitted lor the Alliance iilc 
and annuity fund and for the Imperial Life, the PrariLleni Life and the liconomic Lije. 
Premium income in the “ Alliance '' revenue account was £2,4 35,796 (agidnst £2,24.3,933 
in 1952 and £2,097,245 in 1951), consideration for annuities amounted to £313,657 
(against £323,672), and net interest income w'us £890,849 (against £828,287). Claims 
by death absorbed £658,727 (^against £600,677) and matured endowment assurances 
took £1,127,528 (against £1,125,711). At the end of the year, the “Alliance” life 
and annuity funds amounted to £28,857,303, an increase of £883,402 during the year. 
Referring to investments in the life balance sheet, the chairman reports a substantial 
favourable margin between the market and book values of securities, and points out that 
over a period of years there w'ill be a further automatic increase of the definitely 
redeemable securities which Jtill stand at a discount. The average gross income yield 
exceeded £4. 1 is. per cent., a rate wiiich it is stated may prove difficult to hold if current 
tendencies persist. 

An increase of £349,858 took the fire premium income to £5,875,913, of which 
claims absorbed £2,044,971 (34-8 per cent.) and commission, expenses and overseas 


July, 1954 



ALLIANCK ASSURANCE COMPANY LIMITED 


73 


taxation took £2,708,709 (46*1 per cent.). The undcrwriiiug profit at £982,290 
represented 16-7 per cent, of the premiums, following 16'5 per cent, and 23 per cent, 
in the two preceding years, and the lire fund at £6,200,365 was equivalent to 105-5 
per cent, of the premiums. 

Accident premiums at £5,352,025 recorded an increase of £379,203 on the 1952 
figure, the expansion extending to all classes of business in the account, both home 
and overseas, b'or the first time since 1945, the motor account has not shown a delicit, 
while as a result of a more favourable burglary underwriting experience during the last 
few years, it has been found possible to reduce rates for " all risks ” insurances on 
jewellery and furs in certain areas in this country. On the other hand, employers’ 
liability business in the United Kingdom remains a matter ol' concern to underwriters, 
despite inc'ireased rates applied to a large portion of the business, 'faking the accident 
account as a whole, claims were £2,482,329 (46*4 per cent.), commission, and expenses 
and overseas taxation, £2,059,954 (38-5 per cent.). After adjustment of unex]Mred 
risks reserve, there emerged a surplus of £597, 374, or 11-2 per cent, oi* the premiums, 
compared with 8-2 per cent, in each of the two preceding years, 'fhe fund at the 
year-end amounted to £3,194,232. 


'fhe 1951 marine underwriting account has been closed with a balance of £121,707, 
compared with the unusually high balance of £515,573 a year ago. In order to 
maintain the reserve for ]')rcvious years at £425,000, the sum ol* £74,171 has been 
transferred from profit and loss, 'fhe total fund, at £3,761,001, is equivalent to 166-6 
per cent, ot' the premium income, following 146-9 per cent, in 1952 and 149*5 per cent, 
in 1951. A reduction in marine premiums, from £2,573,618 to £2,257.546, reflected 
reduced sums assured and lower rates. Mr. de Rothschild tinds little cause for optimism 
in the outlook for the marine results of the next \ear or two. Our customary summary 
of the year’s results is set out below 


laic insurance surplus . ... 

Marine insurance suqilus ... 

Atcideiil aiul misccllaneuus suiplus 

Less tiansterred lo marine insurance accoiini 


Onc-lifth of quinquennial hl'e protils . 

T'ruslcc and other lees ..... 
Onc-fitth ol capital redeinprimi Mirplus 

li.xpcnses charged to prnlii and loss accouiir 

Net trading prolir 

Net interest cariimgs ... 

Profit on sale of fittings — -suhsidiary company 

I'axaiioii . 


195 > 

1952 

1951 

L 

£ 

4' 

9«2,290 

9ll,8.Ui 

l,za2,381 

— 

325,526 

198,515 

597.^74 

^107,990 

302,227 

/.l,579d)()l 

1,645, V52 

^!,K13,123 

7-l,JVl 

... 


^l,505,4lM 

/, 1,645,352 

^1,S13,125 

54,386 

44,052 

44,622 

4 5, 526 

29,729 

31,085 

27,81)0 

24,000 

24,000 

L 1,621,005 

LL745,1 33 

/; 1,91 2,830 

176,486 

179,547 

157,863 

/, 1,444,519 

^l,563,586 

41,754,967 

467,421 

431,124 

425,701 

20,141 

21,229 

26,149 

1,932, 081 

^ 2,0 15,9 39 

42,206,817 

493,553 

619,041 

653,176 

>C1,438,528 

1,396,898 

41,553,641 


Available for distribution 
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'i'hc following tabic shows the disposal of the surplus available for distribution : — 


lure account additional reserve 

1953 

/: 

*100,000 

1952 

£ 

250,000 

1951 

L 

Marine account additional reserve 

— 

— 

200,000 

'rransl'erred to general re^'crvo ..... 

400,000 

250,000 

— 

'ITansfcrrcii to coulingemy reserve 

. 

— 

500,000 

Applied in reduction (d'otliee premises 

51.527 

59,175 

5 5,689 

Investments written down — suhsidiary coinpnnv 

— 

45,000 

105,279 

Aeldcd- to eariy loiAVLud ...... 

115,403 

74,527 

4,088 

Widows’ and Orphans’ ruiiel 

7..066,590 

l(-9.958 

4:678,700 

103,448 

4854,880 

94,511 

Stall pension funds 

200,000 

200,000 

200,000 

Provision for (.lividend . 

■162,000 

414,750 

404,250 

Dividend per share, less tax ... 

24^. 

22.S. 

22.V. 


.subsidiary company. 

Consolidated balance sheet assets total X60,702,606 (against fS8,5()2,098 a year 
ago), of which members’ assets account for /‘30,001,942 (against /J28.757,034). The 
general balance sheet sluiws British (lovernmcnl securities at 4'b, 805,313 (against 
/7J61,361) and other investments at /^l 1,022,491 (against /.'1 0,848,427). Mortgages 
appear at 342,909 (against /' 3,001, 010) and cash at /j 1, 955,869 (against /,'! ,283,605). 
Paid-up capital is /(1, 000 ,000 and, in addition to the strong ilirals held in the revenue 
accounts and the increased profit and loss balance, there is a general reserve of 3,050,000 
(against /J 5,250,000 a year ago), a contingency reserve maintained at /(500,000, and a 
reserve of ((534,100 for future taxation. Separate balanee sheets are presented in 
respect of the various life funds. Reference has already been made to tlic favourable 
margin between market and book values of investments relating to the life funds. 
The chairman mentioned also that in the ease of the members' funds the favourable 
margin increased substantially during the year and there was a further increase in gross 
investment inctniie. 


Insurance Notes 

d'liE following telegram was sent to the Queen by the British Insurance Association: — 
“ 'Phe chairman and members of the British Insurance Association otier their loyal 
duly and congratulations to your Majesty on the occasion of the celebration of your 
Majesty’s birthday.” 


BIRTHDAY INCLUDED in the Birthday Honours List were the following 

HONOURS names with insurance connections : — 

Knights Bachelor : Col. J. Ci. B. Bea/.lcy, M.C., T.D., D.L. (chairman. Reliance 
Mari.nc ; director, Ciuanlian). 

Col. Stanley Bell, O.B.Ii., J.P. (director, Naiional Employers' 
Aiutual). 

John Cameron, Q.C. (director, Scottish Widozvs'). 

Commander Stephen King-Hall (director, United Kingdom Tem- 
perance ^ General Providetii). 


Juh'i 1954 
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Knights Bachelor : J. L. Somerville, C.A., F.R.S.Ii. (^Edinburgh ; chairman, Royal 

lixchangc), 

I. A. R. Sledeford (director, Atlasi\. 

G.B.E. : Rt. lion. Lord Abcrdarc, i London director, Scetti^h Union & 

Wnional). 

Rt. Hon. Viscount Bridgeman, C'.B., D.S.O., D.L. (Shrews- 

bury tiircctor. Alliance}. 


C.B.E. : 
O.B.E. : 


Ai.ILb:. : 


'I'. R. Patterson, J.P. (director, Sootiish Mutual ). 

P. D. Priest man (director, (^ainny, and RriL?uJ,\' ProrlJtni & 
tury 

Major J. l\ Simpson (director, NAX'., Pritiuls' Prorulcnt Uentury 
Life). 

J. W. b’arnwonii (manager lor chic!' agents in British West Africa — 
British West Africa (Corporation Ltd. — of Kor:vicii Unio}i Fire 
and LcLial (L’neral). 


'I'lih annual general meeting of 'die Institute of Actuaries was held 
*^actuar'i^e.s*^ of the Cd'.artered Insurance Institute on June 14 last, the 

President, Mr. W. 1'. Gardner, L.B.H., occupying the chair, d'he total 
membership has risen during the past ten years from 1, 604 to 2,112, and includes 793 
Fellows, 291 Associates, and 1,016 students. 

'Fhc president, in his address, referred to the licence granted for the rebuilding of 
Staple Inn Hall and adjoining ollices, 'I’he foundations of the Hall have been laivl, and 
plans show that this will be reconstructed substantially in its original form, but its capacity 
will be somewhat increased by an enlarged gallery and by the inclu.don of the space 
originally occupied by the lobby. 

Among the year’s activities, the president mentioned the committee set up to keep in 
touch with developments in electronic computation; the '‘Bacon Report” and the 
appointment of three members of the Institute, Messrs. Criinlake, Honey and Men/ler, 
to the committee set up by the Cdiancellor of the Exchequer to review die economic and 
financial pioblcms of provision for old age. 

At the close of his address, Mr. Gardner vacated the chair in favour of Mr. J. F. 
Btmford who has been elected president for the forthcoming year, and who will deliver 
his presidential address at the meeting in October next. 


Consideration of holiday risks normally have reference to 
HOLIDAY baggage and personal accident travel insurances. 'Fhc extensions of 
a householders’ comprehensive policy, although providing valuable 
cover, are not wide enough fully to protect the holiday maker’s baggage, whether the 
holiday is to be taken in this country or abroad. Cover by the extension applies whilst 
the family is temporarily residing at an hotel, etc., in the Gnited Kingdom, but docs not 
apply to holiday trips abroad, and, in the case of arc and kindred risks, cover is limited 
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lo 15 per cent, of the sum insured by the policy on contents. The most likely cause of 
loss of holiday liipgage is through pilferage, theft or accident, while in transit, and these 
risks arc not covered by the extensions referred to. Baggage insurance is more frequently 
nought by travellers going abroad for their holiday than by those spending their vacation 
in this country, but in either case, as claim records clearly show, baggage insurance on 
“ all risks ” lines is essential. Hxamination of the prospectuses issued by some of the 
companies which specialise in baggage insurance revt'al the cost as very reasonable, 
usually a matter oi' a few shillings only. Two tables of rates are shown in order to 
cater for travel in Clreat Britain, Ireland, the Channel Islands and the Isle of Alan on the 
one hand, and for world- wide travel on the other, 'fhe total value of properly taken 
on holiday is seldom appreciated, hut care must be taken to see that the baggage insurance 
is arranged on the basis of full value insured, and this should, of course, include clothing 
and the like being worn as wx'll as that which is to be packed ; this is a point easily over- 
looked. OvMiers ot expensive l aineras or held glasses may be interested in the special 
policies which are olfered by some insurers. Such policies provide protection, not 
simply I'or the holiday, but throughout the year. The cover ah'orded is on “ all risks 
lines w ith the minimum of exclusions, ('ine cameras are popular for recording events 
and may represent considerable capital outlay, against the loss of w^hich the wide cover 
provided by a cameia policy cannot fail lo appeal. 

Insurance of the person w hilst on holiday also merits attention. A personal acciilent 
policy can be eflected for the period of the holiday only, or better still is it to clfect the 
policy on a tw-elve months’ renewable basis to cover all activities including the added 
perils associated w ith holidays, amongst which may be mentioned — bathing and yachting 
fatalities, the usual clilf accidents, tatal stings, burns from the upsetting of heating 
stoves, ami, of course, the risk associated with travel by train, passenger steamer, coach 
or private car. 11 travel by air is contemplated, accident insurance I’or at least the flying 
period should be considered an essential. 

While injury to the holiday-maker may involve considerable inconvenience and loss, 
a far more serious financial consequence may result if he, or a member of his family, 
cause injury to a third-party, 'fhe risks which surround the individual in his private 
life have received emphasis in these columns on many occasions. He may incur heavy 
liability at CA^mmon Law in many circumstances, the risk being substantially greater 
at a time when the individual and his family are free to indulge in various and sometimes 
unfamiliar pursuits. While a grocer’s manager was playing cricket on the sands at 
Bridlington the bat flew out of his hands and struck a woman on the head. In the County 
Court he was subsequently ordered to pay £90, \2s. damages and costs to the woman, 
the judge remarking that although it was not wrong for the defendant to play games on 
the beach, it was his responsibility to see that the games played did not injure anyone. 
Damages of £2,100 were incurred w'hen a suitcase fell from the luggage rack injuring 
a passenger. 

“ It is not always enough to say ‘ I’m sorry ’ — you may face a substantial claim ”, 
so states a leaflet issued by a leading insurance company. A modest premium of IO 5 . will 
cover a household of six persons in respect of claims up to £25,000 any one accident, 
and, in addition, any legal costs that may be involved. 


.7///V, 1954 
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“ PHOENIX The Phoenix Assurance announce a supplementary house purchase 

PURCHASE under which advances up to 75 per cent, are made, and can be 

SCHEME further extended to 85 per cent, subject to a guarantee policy. Phe 
terms of the supplementary plan are the same as apply to the company's normal tacililies 
for house purchase, with the exception that the rate of interest chari^ed will be 4 J per 
cent, iixed for the duration of the loan. 


ACCIDENTAL Rejectinc^ i\ claiiii for damages by a man of 6S who sustained 

DAMAGE injuries when he slipped and fell at an hotel in Hull, Mr. Justice Slade 
CLAIMS cc sooner plainiilfs get riil of the idea that because they slip 

somccnic has to compensate them, the better it will he for them and the better it will be 
for everyone." Plaintitf alleged that he slipped on some creosote, hut no evidence had 
been brought to prove that it was creosote, said the judge, and if it were creosote liierc 
had been no evidence to prove that it was slippery. 


LIFE ASSURANCE Rstimatcs in the House of Lords, the e|ucsiioii 

FOR R.A.F. of life assurance for air crews came up for discussion. Viscount 

CREWS Templcwtiod said there was a need for some system of life assurance. 

At present if there was a fatal accident a widow received a pension, varying from 2 5v. a 
week for a sergeant to £130 for a flying olhccr, and £20t) for higher ranks. 'Those sums 
were not suflicient. The risk involved was not deterring men from joining the R.A.1\ 
but it was turning parents, and particularly schoolin asters against it. In addition to 
the somewhat signilicant payments a comprehensive life assurance scheme sliould he 
started. Such a scheme could be drawn up by the Air Ministry and the life ollices and 
would remove a serious cause of anxiety from the R.A.h’. 'Tlie American plan 
was instanced. In the U.S. Air Force the next of kin ol' a man killed received a 
limited siini, consisting of six months’ pay and allowances, but every man, wiiatever 
his rank, was insured for SI 0,000, wliich on death was paid at an annual rate of 2.1 per 
cent., mounting in all to a gross total of si 1,000. Viscount Alexander said he hoped 
that any subsequent scheme of life assurance would not mean that a capital sum would 
be distributed at an annual rate ot'2l per cent, otherwise ihc people concerned would 
receive small payaneiil. 

Replying fl.r the CTOvenimenc, tlic Secretary of Slate for Air said that wliile it was 
certainly no criticism of Lord 'remplcwood's suggestion about insurance to say that in 
ctt'cct such a proposal would amount to an increase in living pay, it was a perfectly 
tenable belief that flying j\iy should be increased, and he would certainly look into 
the American scheme and see if anything could be done. The caveat must be entered, 
however, that the proposal would cost money. 


Dutch motor insurance companies are to raise their premium 

DUTCH 

MOTOR rates by 10 per cent. The new rales operate from July 1st, and the 

INSURANCE heaviest increase will be for transport and bus enterprises. A new 

clause is to be added to conditions providing for obligatory own-risk insurance, costing 
£5 to £10 for Holland and £15 to £20 abroad. 'The increase is said to be due to the 
material rise in accidents and increased cost of repairs. 
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UNITED BRITISH dircctors of the Motor Union Insurance Company announce 

INSURANCE that they have advised the directors of the United British Insurance 

COMPANY ('ompany of the intention of the Motor Union to olTcr to acquire 

at £3 per share the 5,486 ordinary shares of £\ each in United British not at present 
owned by Motor Union. Uhe olfer will be issued to shareholders concerned at an early 
date. 


CONVENTION WITH The ('onvciuion with Switzerland on Social Insurance, which was 
^o17soclCil*^ sii^iied at Berne on January 16, 105 3, was brou'^ht into operation 
INSURANCE from June 1 b\ an Onler in Council. 'The Conventiim deals with 

benetit for old ai^e, vridowhoed, orpiianl:oov.l ;ind industrial injuries, and provides, 
among other things, that ;i national of eillter etmntry who h.;s qualitied fi>r benetit in 
one of the two i ounlries shall receive that benefit while he is resident in the other country. 
It also relaxes the nationality conditions of the Swi>^ sclwme in fivour of citizens o'i' the 
United Kingdom and (Colonies, arnl enables insured persons who have not paid enough 
contributions in one countiy to qualiix (or a pension under that country’s scheme, to 
receive a sii]>plemcnt the pension pavable by the other country. 


isRAEi.: 'I’liE Natieaial fnsuranee Bill en.icled by the Knesseth Israel 

insu'ra^^*e Barliament) came into three on Apiil 1 last, from that liaie, all 

LAW workmeiTs compensation insuraiiees, which in the ]nisL were placed 

with juavale insiuers, auteiinaticalh ceased when the (un eminent a.ssumed liabiiitv 
for working accidents in respect ol' all employees in the country, d'he Ciovemmeni 
charge;, a premium rale varying according to the character of the risk invob.’cd in the 
particular cniidoMiicuc. limpli'.yers may either pay the premiums due duvet vo ihc new 
Ciovemment agency or tl:rougii trie ini 'iine tax collection centres. 

Although liability undicr the WV^rkmen's U.ompensaiion Ordinance has been taken 
over by the State, emplovers still remain li.ible to their employee:^ under the C a\'il VXVongs 
Ordinance, which provides for unlimited legal liafiiJit}' of employers lor injuries due to 
ncgligenee. 'Bhe Cu^vcinmeiil iiic-.l to shift rhaJ. liability, loo, to the new (Tovermneni 
agency, but the trade unions objected to giving up the rights of personal claims of injured 
workers against their employers, liisiiranee eomjxmies have decided to continue granting 
cover against this risk. As a tempi'rary measure, the Israel Insurance Association has 
decided to charge ior such insura.nees 20 per cent, of the previous workmen’s compensa- 
tion rates, which included this lialuliiy un.lcr the (dvil Wrongs Ordinance. 


'rill-: dii *cU)rs o*' tlie l.vmdvui and Ala.nehester Assurance recoin- 

LONDON AND 

MANCHESTER meiid d dividciid of 1 Lv. per /.'I share, free of income Lax, or 55 per 
assurance ^ respect of tlie year ended Alareh 24, 1954. 'I'his compares 

with 10>. "per share, or 50 per cent., tax free, from 1948-49 to 1951-53. 

A rever'-ionary bonus of 30.v. per ^If^O sum assured for the year ended Alarch 24, 
1954, has been declared on ordinary branch with-profit policies. 


July, 1954 
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New policies were issued during the year in the ordinary branch for sums assured 
totalling /.'4, 044, 509, and in the industrial branch for sums assured totalling £5, 818,432. 
The meeting will be held July 15. 


Thi- second report of the L:iw Reform (Committee recommends 
"TiABrciTY^ modilication of the law relating to the liability ot innkeejK'rs for loss 
ol'or damage to pn^periy. 'The suggested changes clarify the distinction 
betw een innkeepers and proprietors of other accommoiiali<>ii ; raise die statuUny 
limilali. u of liabililv pro\idcd by the Innkeeper’s laability Acu 1SC)3, I'or goods not 
depivsited for safe custody or lost by the innkeeper's act vm- ilefanli from f 50 to £100 ; 
and restrict liability for motor vehicles taken to an inn. 

In spite of cli mged circumstances the committee was aeaiiisi alleriiig the basic 
distinction between innkeepers, who are under a strict li ibili'v U) travellefs at ('.oiiimon 
f.aw in regard lo trie Kv-.s of proj'eriy, and the r>joprietors (a Other csl.ibiisiuneiits, wiu) 
are only iiiiJer u liability wlierc negiigcncc is esi \blisheJ 

rh: i..ommiitce tloes, iiowxvcr, recommend th.il in regard lo m(>ior vehicles the 
innkec'i'er's liability should be based on negliiynce, and that as :i corollary Ik* should no 
longer have a. f:en for his charges on a tra\ oiler's motor \eiiiclc. A se-.oiid important 
rccommeiidaiiori i-. that “traveller:." to wiiom an innkeeper s strit.1 iiabiiitv extends 
should be coulined t:v> t/i<'>e wlio May the niglu at tl'.e inn iir by wiiorn o’- for who/n a 
bedroom engaged. 

R.pixseniatjoiis were received by die Lommil'ee llrir the existin'; (annmon 1 .aw 
liabiili'.' (-f an innkeep-er ;»•> virtually the insurer oi' his guests' goi^is -a n:ibfic>’ tin: 
i.niriur rcsirici :d -- -sf'CMiid be:ii4CiV(.h \ he i.’onvniPec" concliided£.;o\\v\s‘r.. iha- e.scept 
in ilv. CISC (T motor cev- mere was no cvideiisv }vaidsiii)\ and ihal i> w i ^ noi mi- 
vew- n;ibi>- ;h;g mukeepers (waio l ’len.! '.elves out willini; lv> pnnid- le/iul -lU.d 

lodging fo; all comer.-; sliouid he e- pe. led to injure ayriiust h’ahilip. :or hvss o' ;:' ■.■■eliers' 
gooow 

Mr M. C. R['1 m-I‘ [ !ienera! mmia'V-r of the Mntiuil 

NOTEO 

AUSTRALIAN / Vts'-vi/t /Z/ St>ciei v, is ou ii visil to hng.laiul, auvl is accompanied by 

VISITOR daiit;ln..'r. Aixirt Iroui .itumlin;,; liic l.iicniaiional 

Consiress of AcUiarics in Madrid, Mr. BiUllicld hope' to visil other oiliccs iti die United 
Kingdom, and, on leaving this country in September, to renew contacts \%'ith many 
American oiliccs on his way home. 


SEA 

INSURANCE 


A STA'ricMENT issucd by the Sea Insurance C'ompany refers to 
rumours that nagolialions are in progress which would alter the 
Ci)mpany’v, present status. " 4'he coiiipaiiy has no knowdedge of any 


offers or negotiations connected in any way with its shares.” 
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PRUDENTIAL'S PROGRESS of ihc Prudciiiial Assurance Company in 1953 marked 
NEW many new records. Income from all sources was higher by £8,438,739 
at £128,776,127, while total assets passed the £700 millions mark to 
register an increase on the year of £44,546,184. Life premium income (ordinary and 
industrial) was £85,569,813, as compared with £81,478,025 in 1952, while the combined 
life funds total £648,686,342, against £609,935,034 a year ago. New business written 
in the past year consisted of 1,487,853 policies (ordinary and industrial) for new sums 
assured of £198,902,856, following 1,525,002 policies for £190,402,539 in 1952. Of new 
ordinary branch sums assured at £120,848,332, policies assuring the sum of £51,500,034 
were in respect of overseas business. Of the combined surplus in the life branches, at 
£20,279,345 (against £18,235,113 a year ago), policyholders receive £15,142,876 (against 
£13,314,307 in 1952), and the contingency fund, £3,500,000 (against £3,350,000), while 
£1,458,333 (against £1,383,354) is taken to proht and loss. 

In the general branch, revenue premiums were £11,982,787 (against £11,045,971 
a year ago) and included over £6,000,000 (against £5,700,000) from overseas business. 
In addiiicm, premiums of £1,805,823 (against £1,692,877) were earned by the American 
subsidiary in New York. 

(Ordinary branch pailicipaiing life policies in the United Kingdom receive an 
increased reversionary bonus of 38,v. (34.?. in 1952) I'jcr £100 sum assured, while the 
bonus for premium-paying industrial branch policies is increased by 2.v. to 30.v. per £100 
sum assured ; allocations arc also made in respect of participating group pension policies. 
Higher dividend distributions were again made in respect of both the “ A ” and ‘‘ B 
shares. 


Insurance Appointments, etc. 

Ai i.i \xci-: AssuKANCi. C.\c\u*AXY. - -Mr. Anthony Cl. dc Ri)rhschihi has heen rc-clcctcd chairman 
and Mr. \V. J, KciA’ick a deputy chairman. .Mr. L. D. llarclay has also been eleeted a deputy 
chairman in i!ij place of .Sir Robert A. RaritivV:,, K.B.h., wliii wliile remaining; on the hoard, has 
relinquished his duties as a deputy vhaiiuian. 

C’axada Liu- Assukancl Socaktv. — Mr. Neil j. McKinnon to bo a Member of the Board 
represent init the Shareholders. 

I.OXDON I.AXCASUIR1-: I.j.suRAXCi- (acMP.\NY. — 'Pile I IiMi. R. M. Preston, O.S.O., has been 
re-electeU ciiairman, and Mr. T'homas Wallas, deputy chairman. Mr. Cjuy Mair, I.K.B., and 
Air. Siiuxlcy W. Cl. Sloan, B.A., LI. .13., W..S., have been appointed r.i' the Cjlasi;ow local board. 

PiioKNi:; Assuraxch (Company. — Clol. 'The Hon. J. J. Astor has been rc-clcctcd chairman, 
and Air. G. T'yscr a deputy chairman. 


July, 1954 
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The Banking Half-Year 

A LTHOLKrH the six-months to June 30 brought little relief from international 
tension, it can at least be credited with some gains on the economic front. One 
aspect of this improvement, as far as tlic United Kingdom was concerned, was 
the furtlier solid progress towards a completely llcxiblc financial system, 'fhe London 
gold market was re-opened after many years of inertia, the international use of sterling 
was broadened, and London money and bill rates lluctuated freely in response to 
variations in supply and demand. An example of Ilexibility was provided by the reduction 
of Bank Rate in May, the cut from to 3 per cent, being made not as a matter of 
Government policy, but to meet financial conditions prevailing at that time, d'he 
official minimum had become demonstrably too high in relation both to l.ondon money 
market rates and to the rates ruling in leading overseas financial centres, and the latter 
disparity was bringing an embarrassing influx of foreign money for use in Britain. 


Dfpcjmts and Cai.l Money 
(in million 





Dj.iwsrfs 



('am. Monly 


Hank 










June -JO, 

E>cc. n. 

lime 10. 

lup.i- ’e, 

I M, 

June .30j 



1953 

1951 

' 1954 

195 3 

195 3 

1954 



/: 

jC 

/: 

L 

/' 

/: 

Barclays . 


hm-6 

1,W1 

1,381 5 

78-2 

81-3 

80-8 

Coutts & Co. . 


•19-4 

53-5 

52-0 

7 6 

7-0 

6-3 

District 


241-5 

252-3 

211-7 

17-5 

’ 19-0 

17-2 

Glyn, Mills & (^.). . 


62 4 

709 

58-8 

10-8 

18-4 

8-4 

IToyds 


1,141 0 

1,205-6 

1,174-0 

85-5 

88-1 

79-7 

Martins 


323-7 

350-7 

318-2 

32-8 

34-5 

28-9 

Midland 


1,345-7 

1,444-1 

1,588-1 

77-3 

84-9 

83-0 

National 


77-1 

79-5 

82-5 

10-7 

11-0 

14-0 

National Provincial . 


800-5 

870-9 

841-6 

67-1 

77-0 

631 

Westminster 


812-4 

854-5 

855-5 

67-2 

66-1 

590 

Williams Deacon’s . 


138-1 

113 1 

140-4 

16-4 

10-6 

14-1 

Total 


6,299-4 • 

6,694-2 

6,555-2 

469-1 

500-7 

454-5 

Per cent, of Deposits 


— 

— 

— 

7-4 

7-5 

7-0 




voT rr Yxvrn 



82 


THE BANKING HALF-YEAR 


Partly as a result of the Bank rate cut, but also because confidence had been 
strengthening and savings were accumulating, quotations for gilt-edged stocks advanced 
strongly, enabling the Government to adopt a more ambitious policy in handling its 
loan maturities. The latest instances of the increasing strength of tlie Treasury arc 
the successful conversion of the greater part of the 3 per cent. National Defence loan 
into 2 per cent. Conversion stock 1958-59 and last month’s successful operation for 
dealing with the £535 million of Serial Funding Stock due for repayment next November. 
It may be admitted tliat the further improvement in the financial climate during the 
past half-year has been fortuitous to the extent that it reflects a w^orld-wide trend towards 
economic stability ; but it is also due largely to the British Government’s wise policies 
and astute financing. 

The course of Government finance, and banking reactions thereto, aftccted banking 
figures at several points. As usual, licavy revenue collections during the March quarter, 
and the consequent ability of tlie Government to pay off Treasury bills, lef t the deposits 
of the banks lower at the end of June than at the end of December last year. The total 
published deposits of the eleven London clearing banks, at £6,5 33*2 million, however, 
were £233*8 million higher than at June 30, 1953, the rise being rather larger than that 
recorded during the preceding twelve months. A smaller part of the increase in the year 
to June 30, 1954, moreover, rcllcctcd government borrowing from the banks and a 
larger part represented the growth of finance for private industry. 

Net deposits rose during the year by less than gross deposits, the expansion being 
only £210*6 million to £6,233*9 million owing to an increase in balances and cheques in 
course of collection. Each of the '' Big Five ” banks reported a substantial addition to 
its gross and net deposits, but the deposit totals of the other clearing banks shewed 
relatively little change. 

Changes in the volume and form of Government indebtedness to the banks, and 
variations of policy as between one institution and another, are evident in the disposition 
of the banks’ assets, 'fhe reduced need for floating debt creation is revealed in the 
drop of £14*6 million in the banks’ call loans outstanding and of £68 8 million in 
their aggregate holding of I'rcasury bills during the year to June 30. The call loan 
item, representing largely bank finance for the discount market against Treasury bills 
and short-term (lovcrnment bonds, also declined during the tw^elve months to June 30, 
1953, but the banks’ Treasury bill holding rose during that period by £167*8 million. 
During the past six months, the clearing banks’ combined holding of 'Lreasury bills 
dropped by £258*3 million — the result of the heavy revenue collections in January and 
February, when the gap between revenue and expenditure was being rapidly reduced, 
and of the reduced overall revenue deficit for the first quarter of the current financial 
year. 

The reduction of the banks’ 'Lreasury bill portfolio during tlie whole of the past 
twelve months is due not only to these factors but to the Ciovcrnment’s loan conversion 
schemes carried through during the period, and particularly to the funding scheme 
aimounccd last October. The net etfcct of these operations, which were designed to 
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lengthen the maturity dates of the Government’s loan obligations, was to convert 
part of the Treasury bills held by the banks into longer-dated securities, which rank 
in their statements as investments. While tlie total of Treasury paper held by the 



Treasury and Other Bills 






Cin jC million) 






'I'RlASiL’RY Hn 1 S 



Pnil-R itil ^ • 


Bank. 

June 30, 

Pee. U, 

June to, Ji 

me to, 

Pec. tl, 

June to. 



19*33 

1951 

lost 

19 -it 

1954 


L 

£ 

C 

£ 

/: 

£ 

Rnrctiyr. .... 

23V5 

271-5 

219 1 

lS-6 

219 

3 .’. it 

CouttS Si. ('o. . 

30 

6 5 

6-2 


•7 

•6 

Disirict .... 

44-2 

47-3 

35 4 

1-3 

14 

-8 

(jlyn, Mills. ^ <_'o. 

3-5 

4 3 


3 

■3 

•5 

Lloyds .... 

199 7 

244-6 

19S-4 

9-3 

12-5 

6 6 

Martins .... 

54-5 

50 5 

41-4 

1-8 

3-0 

3 2 

Midland . . . . 

298-5 

328-6 

24 3-4 

18-3 

28-1 

36 3 

National .... 

2 0 

10 

2 3 

1-8 

•0 

2 3 

National ProvinLial . 

1 30 7 

KS9 5 

155-9 

4-0 

3 1 

3-8 

Wcstnupsicr 

160-5 

179 5 

158 9 

4 0 

3 5 

4 0 

Williams OcaoMi’s . 

18-6 

2-1-9 

18 9 

•7 

5 

•5 

Toial • . . ^ 

1,148-7 

1,3 38-2 

L0V9-9 

60-4 

78-9 

‘H)-2 

Per cent, of L^cpusiis 

18 2 

19 9 

16 5 

10 

1-2 

1 -1 

banks as a vvliolc w-as 

reduced. 

the accompanying table shows considerable variations 

among the individual 

institutions. Barclay^ 

>, the Oistrict and 

Martins 

all reduced 

their holdings moderately, and 

the Midland 

held ^5 1 

million 

less 'Tre 

asury paper 

on June 30 than it did 

a year cj 

irlicr. On the 

other hand, the "Treasury bill 

item in the 

statements of Idoyds 

and the 

Westminster 

showx'd iitil 

c change during 

the twelve 


months, while the National Provincial actually increased ils 'rreasiiry bills by ^ 
million. 

Banking investments in bills other than 'Treasury bills increased further during 
the six months to June 30 making a rise of >r29 8 million during the year to that tlatc. 
Larger holdings of commercial and similar bills by Barclays and ilie Midland account 
for the whole of the rise, and these institutions may be said to have made a si/.c;iblc 
switch over of 'Treasury into non-'Treasury paper. 

By far the most striking change in the half-yearly bank statements is iJiat shown 
by investments, which increased by £36 2 million during the first six months of this 
year, and by ^175 million over the whole year to June 30. 'This expansion follows a 
similar growth during the preceding twelve months, and is largely the result of the 
Government’s policy of lengthening the life of its loans. Hach of the funding or new 
loan operations undertaken during the past two years has produced a security well 
suited to investment by the banks, and the net effect has been gradually to edge bank 
holdings away from Treasury bills into securities which, while giving a higher return 


6a 



84 


THE BANKING HALF-YEAR 


than bills, arc also of considerably longer date, thus reducing the incubus on the Treasury 
of an evcr-increasing weight of floating debt. Among the “ Big Five ” banks, the only 
one which failed to increase its investments substantially during the year to June 30 was 
the National Provincial — the one institution to add to its holding of Treasury Bills 
during the same period. 


iNVIvSTMtNlS AND ADVANCES 

(in £ million) 


Hank 

J unc '”•0, 

INVKSIMKNIS 

Dec. 31 , 

Jane 30, 

June 30, 

Advani. fs 

Dec. 31, 

June 30, 


1953 

1053 

1954 

1953 

1953 

1954 


L 

4 

j: 

L 

L 

L 

Barclays . 

4611 

501 7 

5ii-8 

365 5 

353 5 

376-8 

Courts & ('o. . 

10 2 

20-2 

18-6 

13 7 

13-4 

15 5 

District 

95-6 

93-8 

97 S 

59-0 

60-9 

63 6 

Glyn, Mills & Ca^. . 

19 9 

2 5-0 

19-7 

20-1 

15-8 

22-8 

Lloyds 

3006 

413-8 

432-2 

323-2 

301-2 

313 0 

Martins 

1198 

120 9 

117-4 

79 9 

S3-5 

91-7 

Midland . 

450 2 

488-0 

4S9-9 

348-1 

343 6 

; 372-9 

National . 

27-9 

2S-9 

27-9 

30-7 

30 1 

30 6 

National Provincial . 

250-4 

252-8 

25 3 0 

254-2 

2-M-2 

267-5 

Westminster 

25(v5 

281-4 

204-5 

229 0 

222-8 

240- 1 

Williams Deacon’s . 

47-4 

50 7 . 

48-6 

39-5 

37-8 

42-5 

Total 

./; 2,156 4 

2 275-2 

2,311-4 

1,762-9 

1,706S 

LSJ/O 

Per cent, of Deposits 

3^9 

34-0 

35-4 

28-0 

25-5 

2S-1 


Iwidcnce of increased assistance by the banks to private industry is provided by 
the recent rise in advances. 'Phis item declined during the second half ol' last year, 
but the lost ground was more than recovered during the lirst six months of 1954. The 
increase of /i74 1 million in the year to June 30 was lairly well spread between the 
larger banks, except in the case of T.loyds, whose outstanding loans declined slightly. 
The general growth of banking accommodation during the year is doubtless due to a 
combination of several influences, including increased trade activity, the cessation of 
Government participation in commerce, tind a firmer tendency in some important raw 
materials. Any conclusions on tliis aspect of banking, however, must always be subject 
to the influence on aggregate banking advances of the needs of the nationalised industries, 
particularly electricity and gas. 'Phese industries borrow’ heavily from the banks, 
subsequently paying off their loans from the proceeds of new issues of stock to the 
public, and their opcratior.s are a distorting influence on figures recording banking 
assistance to trade tmd indust^>^ 

The volume of the banks’ acceptance business at June 30 w’as not very different 
from that recorded a year earlier, the total of /,'331‘9 million comparing with £319*2 
million at tlie end of June last year. In view of the course of commodity prices and 
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the activity of overseas trade, the absence of a larger rise may perhaps be attributed to 
increasing competition for this type of business. 

Banking profits during the half-year should have compared tavourably with those 
for the corresponding period of 1953, largely because the banks had a larger volume of 
funds at their disposal. These funds, moreover, were empky ed to a greater extent in 
investments and to a smaller extent in 'freasury bills. 'This should have given the banks 
some advantage, although the new investments they have acquired iluring the past 
twelve months were probably not very high-yielding securities. Allhotigli gradually 
increasing, the total of advances was lower on the average titan in the lirsi six months 
of last year, but imcsiments and advances — the most rcmimcrative of banking assets — 
represented 63 5 per cent, of total banking d(‘p()siis at June 30 last against 61*9 per 
cent, a year earlier, in spile of die increase in deposits that hail taken plaee in the mean- 
time. With Bank rate at a lower figure, die average return per cent, rm advances was 
doubtless rather less, but tliis should have been largely compensated by larger overall 
returns from commissions and similar revenue. 'The rise in investment values must 
have strengthened the banks’ inner reserves, and there is no reason to suppose that 
the need for provisions for doubtful debts was any more pressing. It is probable, 
however, that establishment charges in general were, if anything, higher this year than 
they were in 1953. 

The bank dividend table for the first six mondis of recent years shows that 
distributions to shareholders have been increased generally for the lirst time after a 
long period of stability. Most of these increases, of course, hatl been foreshadowed 
when final dividends were raised at tiic end of 1953. d'hc only exception is the increased 
payment on the shares of the Westminster Bank, wliich also announced a 
reorganisation of its capital, as recorded on page 96 of this issue. With the \XA'st minster 
dividend brought into line with the general rise in bank distributions, the Midland is 
now the only leading bank which has refrained from raising its return to sharcliolJers. 


f DlSlKUUniONS PrK CINt. Pt'K ANN'IJM 

Im.r i SiK At .»NrH'. 


Hank 



1918 

1949 

195(J 

1951 

I'.3J 

i '^5 J 

1951 

Barclays “ P> ” . 

11 

n 

14 

14 

] \ 

14 

W(a) 

District ‘‘ A ” and “ C ” 

• m 

m 

181 

181 

181 

18^ 

20 

Lloyds A ” . 

12 

12 

12 

12 

12 

12 

14 

Martins .... 

15 

iS 

IS 

IS 

IS 

IS 

IVT 

Midland . 

16 

lb 

16 

16 

16 

16 

16 

National .... 

10 

10 

10 

li) 

10 

10 

10 

National Provincial . 

IS 

15 

IS 

15 

IS 

17 

17 

Westminster vSharo . . 

18 

IS 

18 

18 

18 

18 

20 

Williams Dcaci^n’s “ A 

r:v 

12\ 121 

Di;.count IIousiis 

121 

12^ 

121 

14 

Alexanders 

IS 

IS 

15 

15 

IS 

15 

15 

National Discimnt ‘‘ A ** 

10 

10 

10 

10 

10 

10 

10 

Ditto “ B 

10. 

10 

10 

10 

10 

10 

mb) 

Union Discount 

10 

10 

10 

10 

10 

10 

lore) 


(fl) On new ordinary slocK after capital i«i-ozgamsation and capitalisaii^in issue. {b) On increased capital. 
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The discount houses must have had a relatively profitable half-year, with a reduction 
in Bank rate, which gave them good profits on bills previously purchased. In addition 
a reasonably good margin was maintained between money and discount rates, and the 
discount market’s main problem was securing an adequate supply of bills against 
competition. Opportunities for profitable dealing in short bonds should have been 
plentiful during the half-year. The three largest discount companies distributed the 
same dividends as for the first half of 1953, but two of them paid the same rale on a 
larger amount of capital. 

As shown in the following table, several of Uie Scottish and Irish banks, as well 
as the English banks, increased their dividends for the past half-year. In some cases, 
however, the changes merely brought the imerim distribution for 1954 into conformity 
with annual rates alreadv established at the end of last year. 

Bank DiviuiiNns 
British 



end? ; — 

l irst hall' of picvious 
bank year 

Scc'^nd half of pic V ions 
hank vear 

1 

Past half-year 

Alexanders Discount . 

Doc. 31 

per cent. 

1 

per cent. ; 

nm 

per cent. 

74 

Bank of Ireland . 

Dec. 31 

6 

^ i 

6 

Bank of Scotland 

Knd Feb. 

6 

7 i 

(bj 

1 

Barclays 

\ 

Dec, 31 

5 on “ A ” stock 
and 7 on “ B 
and “ (V* slock 

5 on “ A ** stock | 
and 9 on “ B ” j 
and “ C stock ! 

5Cc) 

Belfast Banking 

Dec. 31 

5i 

54 

(h) 

British Linen 

Sept. 30 

8 

8 

(*) 

Commercial of Scot- 
land ... 

Oct. 

on “ A ” shares 
and 5 on “ B ” 
shares 

84 on “ A shares 
and 5 on “ B ” 
shares 

8 on “ A ’* shares 
arid 5 on “ B ” 
shares 

District | 

Dec. 31 

9|i oTi “ A ” and 
“ C] '' shares and 

5 on “ B ** shares 

10|; tMi “ A ” and 
“ C. ” shares and 

5 on “ B ** shares 

10 on “ A ” and 
“ C ** shares and 

5 on “ B ” shares 

Hibernian . 

Dec. 31 


74 


Isle of Man 

Dec. 31 

12 

164 

12 

Lloyds ... 1 

Dec. 31 

6 on “ A ’’ shares 
and 2\ on “ B ” 
shares 

8 on “ A ” shares 
and 24 on “ B ** 
sliares 

7 on “ A ” shares 
and 24 on “ B 
stock 

Martins 

Dec. 31 

74 

10 

81 

Midland 

Dec. 31 

8 

8 

8 

Munster and Leinster 

Dec. 31 

5(<0 

7(c/) 

5(d) 

National 

Dec. 31 

5 

6 

5 

National Discount | 

Dec. 31 

5 on “ A ” and 
“ B ” Stocks 

5 on “ A ” and 
“ B ” stocks 

5(^) on “ A ** and 
“ B ” stocks 

National Provincial . 

Dec. 31 

84 

84 

84 

Northern . . i 

Dec. 31 

5\ on “ A ” shares 
and 2-^ on “ B *’ 
shares 

64 on “ A ” shares 
and 34 on “ B ” 
shares 

5i on “ A ” shares 
and 2i on “ B ** 
sliares 
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Bank 1:)ividends -British (coriTinucJ) 


Bank 

Bank year 
ends : — 

Provincial of Ireland 
Royal of Ireland 
Royal of Scotland 
Ulster 

Union Discount . 

Dec. 31 
Dec. 31 
Oct. 
Dec. 31 
Dec. 31 

Westminster 

Dec. 31 

Williams Deacon’s 

' Dec. 31 

(a) Including 5 pei cenr. 
isation aud capitalisatum j 

vasn bonu'. 
issue. ;</• 


I'irst half nf previous 
bank year 


I'jvidends laciual) lor;- 

Seeond h-ilfof previoi.. 
\ear 


5 

3 

8i 

9“ 

5 

9 on ^4 sluircs and 
6} on units 

6i 


7(7) 

5 

9; 

9‘ 

5 

9 on j(/l shares and 

X- l units 
-a 

' 4 


Tast half-year 

6 

3 

9 

w 

5(,C) 

1 0 on ^'4 shares and 
on units 

7 


{!>) Not vet available. ;e) l)n new orJiiiaty sioek after 
1 ax free. (ei Oti lotreascil ainotiiil ot “ 11 ” Moik. y / i 
cent, i.avh bonus. fi'i t )n inciea.scil eapual . 


L'.ipit.il re-orK.'ln- 
IiuluJin^ 1 per 


Dividends announced hy leading British banks operating overseas are set out 
below. Apart I'rom one or two increases announced by Australian institution^-, there 
were no changes, 'i'he dividends paid during the hall'-ycar by some of the Cimadian 
banks were less than half the total dividends for the previous linancial year, owing to 
the policy of these banks of paying an additional dividend when their annual accounts 
are closed. 


bOHElON AND (TOLONJAI. 


Dividends (awtuiil'i for ; — 


Bank 

Bnrk 

year 

Fir-it half of 

Second half of 



cijih 


prrviuus bink 

pivvious bank 

I’ait half-year 




year 

year 





per cent. 

per cent. 

per cent. 

Australia and New Zealand . 

Sept. 

30 

4 


4 

Bank of Adelaide 

Sept. 

30 

4 

5 

5 

Bank of British West Africa . 

Mar. 

31 

3 

7 

(«) 

Bank of I.ondon and South America . 

IXc. 

31 

•> 

4 


Bank of Moiureal ..... 

Dct. 

31 


14:/.) 

X/M 

Bank of New South Wales 

Sept- 

30 

4( />} 

•1KO 

43(6) 

Bank of Nova Scotia .... 

Ocr. 

31 


iH'h) 

S[h) 

Barclays (Dominion, ('olonial and Over- 






seas) 

Sept. 

30 

4 

4 

4 

British Bank of the Middle Hast. 

Mar. 

31 

2 


(^0 

Canadian of Comiuercc .... 

Oct. 

31 


\2yh) 

6(6) 

Chartered of India 

Dec. 

31 

7 


(a) 

Commercial of Australia, 

June 

30 

5 

5 

5(0 

Commercial Banking C'l^. t)f Sydney 

June 

30 

4 

4 

4(c/) 

Dominion Bank (Canada) 

Oct. 

30 

— 

l\h) 

6(6) 

Eastern 

Dec. 

31 

3 

5 

(a) 

English, Scottish and Australian . 

July 

1 


9Ko 


Hambros ....... 

Mar. 

31 

5 

12.3 

(a) 

Hongkong and Shanghai 

Dec. 

31 

£2 per share 

^■3 per sliarc 

£2 per shai 

Imperial of India 


(./) 


8(.?) 

SL") 

Ionian 

Dec. 

31 

— 

4 

— 

Mercantile of India . 

Dec. 

31 

7 

7 

(a) 

National of Australasia .... 

Sept. 

30 

4 

4 

4 

National of Egypt 

Dec, 

31 

4 

16 

(a) 

National of India 

Dec. 

31 

8 

8 

(a) 

National of New Zealand 

Alar. 

31 

3 

7 

(a) 

Royal of Canada 

Nt)V. 

30 


14(6) 

7(6) 

Standard of South Atrica 

iMar. 

31 

5 

6i(/0 i 

(a) 


(o) Not yet available. (6) Quarterly payments. (c; Final dividend for year to June 30, 1954; paid on increased 
capital, (j) Interim dividend for 1953-54. Including 2\ per cent, centenary bonus. (/) Accounts half-yearly, 
June and December, (g) T ax free. (A) I’aid on increased capital. 
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Extension of E.P.U. 

By H. E. Evitt 

O N June 30, E.P.U. clearing arrangements were extended for a further twelve 
months to June 30, 1955, but with some important changes. In order to clear 
the greater part of the cumulative deposits of the member debtor countries 
with the Union, bilateral agreements have been entered into by those debtors with the 
member creditors for the repayment of debts partly by an immediate cash payment and 
partly by funding operations over five, six and seven years. I’he debtors entering into 
these arrangements arc the United Kingdom, France, Italy, Denmark and Non^^ay, 
but Iceland and Turkey and some other small debtors arc not yet ready to promise 
repayment. 'Phe creditors are Austria, Belgium, Germany, the Netherlands, Portugal, 
Sweden and Switzerland, who have all entered into the repayment arrangements. The 
arrangements are based on the cumulative surpluses and deficits outstanding as at 
April 30, when the total debt of the U.K. to tlic Union was about £173 million and tlic 
repayment arrangements cover over £141 million out of tliis total. The obligations 
undertaken by tliis country arc shown in the following table : — 


(In millinn) 


Total 

Anton nt 
consolidated 

Immediiite 

Payment 

Antount 
payable by 
Instalments 

An St rill 


17 

4! 

I2i 

Hclgium 


84 

21 

63 

Geriiinn}' 


140 

35 

105 

Netherlands . 


70 

17A 

52^ 

l\»riimal .... 


.11 

2] 

81 

Sweden ... 


48 

12 

36 

Switzerland .... 


25 


18t 

Total .... 


395 

99 

296 


The immediate payments will be made in gold and the instalments wnll be paid in 
gold or dollars or in any currency designated by the creditor. Tne total instalment 
liability is, however, offset in the case of Germany and Austria by debt repayments 
due by those countries to the U.K. outside the Union accounts. Germany is making 
annual payments of £7.1 million in respect of economic assistance rendered to her by the 
U.K. since the war, and these are to be entirely olfset against E.P.U. repayments 
by the U.K., so that the instalment liability of .5105 million will be extinguished in five 
years. In the case of Austria, her non-E.P.U. debt repayments are smaller than the 
U.K. liability, which is to be repaid over seven years, so that the offsetting will finish 
within five years and payments will then be due by the U.K. for tlic remainder of the 
period. The instalments to Switzerland are to be spread over six years and those to 
Belgium, the Netherlands, Portugal and Sweden over seven years. The immediate 
cash payments of 599 million were made during July out of U.K. gold reserves and for 
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the next five years this country will have to make monthly payments of about S2 million, 
which will increase slightly in the sixth and seventh years. 

France’s deficit of S3 12 million has been reduced to S85 million by an immediate 
payment of SSfiJ million in gold and dollars, and the bunding of S170| million on 
similar terms to those of the U.K. Italy, in return for new spe ial credit arrangements, 
is repaying her entire deficit of SI 13 million by an immediate payment of one-third 
in gold and the other two-tliirds by instalments. For all these payments the debtor 
countries will receive credit in the books of the Union against their cumulative deficits, 
while the surpluses of the creditors will be shnilarly debited. During the existence of 
E.P.U. debtors will pay and creditors will receive the rates of interest fixed by that 
Organisation but, if and when E.P.U. is w^ound up, the debtors will pay interest at the 
rate of 3 per cent, per annum on all outstanding balances of funded debt. 'Fhe total 
receipts of the main creditors arc to be: — Germany 8^27 million, Belgium .3164 
million, Netlicrlands .3117 million and Switzerland .?110 million, of which they have 
received approximately 25 per cent, in gold from the debtors, and in addition they arc 
to receive pro rata a sum of 3130 million which E.P.U. is to contribute from its con- 
vertible assets. This last concession, however, has been granted on condition that 
the creditors grant additional new credits to E.P.U., if required, up to a maximum of 
the amounts which they have received in immediate payments by debtors and from 
the distribution of convertible assets by the Union. 

As a result of the immediate removal from the books of the Union of an appreciable 
amount of outstanding debt and the subsequent further reductions consequent upon 
these arrangements, it has been possible to introduce some important changes in the 
rules of the Union. In place of tlic former sliding scales of gold payments and book 
entries for debtors and creditors, a uniform arrangement of 50 per cent, in gold and 
50 per cent, in book entries is to apply to debtors and creditors alike as from July 1, 
1954. This means tliat by assisting in the cancellation of E.P.U. debts the Union has 
gained in solvency, as its receipts and payments in gold and dollars will now balance 
each month. An adjustment has also been made in the cumulative accounting positions 
of member countries. The new' positions have been determined fnmi the credit or 
debit bahmees as at June 30 by deducting from credits granted to or received Irom the 
Union by a member country the amount received or paid by it in gold in immediate 
settlement of debt. 'Fhe net credit thus csttiblished will then be doubled to arrive at 
the member’s cumulative accounting surplus or deficit. The former practice ol returning 
gold to debtors is maintained, so that a member with a cumulative accounting deficit 
can acquire a surplus which will be settled as to one hail in gold and one liall by a book 
entry until the cumulative deficit is extinguished. 'Fhercaftcr, oi course, should the 
Union still continue and tlie new rules remain in force, furtlier surpluses would be 
settled similarly. Finally, the borrowing quota of each member country has been 
increased by 20 per cent., so that tlic new tenns of settlement which have eliminated 
the initial 20 per cent, gold free transfer will leave unchanged the total credit fiicilitics 
available under E.P.U. 
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Last July Lord Brand in his Presidential Address delivered to 

ANOTHER STEP 

TOWARDS CON- ihc Anuual Meeting of the Royal Economic Society on July 2^ 1953^ 
vERTiBiLiTY 7 rcstotatioo of a stable and convertible United 

Kingdom £ Sterling, at any rate for all current transactions, would be the greatest step 
of all towards the continuance here and elsewhere of a high level of employment and a 
growing standard of life. ‘‘ 'Po achieve it,” he continued, “ should be in my opinion 
the first aim of all parties in this country. It requires the co-operation of all leading 
countries, particularly of the United Stales and this country, whose currencies arc so 
much the most important, but also of the other Western European countries. The 
obstacles are many, particularly to complete convertibility, but that is all the more reason 
for putting the attainment of this end in the very forefront of our policy.” It must 
here be remembered that with convertibility our exporters may be exposed to fiercer 
competition and that, although Lord Brand speaks about current transactions, the key 
issue seems to lie in short-term capital movements which, under conditions of con- 
vertibility may easily threaten full employment. 

Nevertheless, these views have now been widely, though not generally, recognised 
and accepted and it was exactly for the purpose of overcoming certain obstacles that a 
ministerial group, appointed by the Council of the Organisation for European Economic 
(’!o-operation, met in London on July 15 and 16 after preliminary talks by their deputies 
in Paris a month ago. Most of their time was dev^oted to the examination of the dilferent 
problems which would arise if a number of member countries introduced convertibility. 

Mr. R. A. Butler, the Chancellor of tlie Exchequer and chairnian of the council of 
O.E.E.C., who had presided over the meeting, expressed afterwards in a press con- 
ference his satisfaction with the most successful outcome of these discussions, l ie said 
that this practical and in no sense final meeting had done much to prepare the way to 
a wider system of trade. After the general liberalisation of trade during recent years, 
the next step would now have to be the freeing of currencies which, however, could only 
be done by degrees. 

'Idle Ministers agreed on certain principles the application of which will be w'orked 
out in detail by their deputies who will also study a number of questions on wdiich final 
agreement has not been reached. 

What now is the outcome of this conference and to w^hat degree have the Ministers 
found a common basis ? First, wdth regard to trade there seems to be agreement that 
member countries should ii'.ovc towards non-discrimination in imports and that bi- 
lateral agreements should be eliminated. Air. Butler emphasised that such an advance 
in respect of dollar goods must depend on action taken within the dollar area. Professor 

* Lord Brand, “ A Banker’s Reflections on some Economic Trends,” lico7iomic Journal ^ Vol. 
LXIII, December 1953, pp. IfA-lll. 
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Ludwig Erhard, the West German Minister for Economic Affairs, stressed the impor- 
tance of the liberalisation ot dollar imports and said that without it convertibility w’ould 
be incomplete ; the degree ot dollar liberalisation will, however, differ in various countries 
as necessarily the speed towards the freedom of currencies will show^ ditferences. Accord- 
ing to the Ncuc Ziirchcr Zcitmiiy* the American delegation with Mr. Stassen as its head 
also favoured the elimination of all quantitative restrictions and the principle of non- 
discrimination which gave Rundesrat Petitpierre a welcome opportunity to refer to the 
contradiction ot the policy pursued by the United States with regard to these principles. 

1 he next group ot problems discussed was connected with f^uvnuins and ori^ufiisd- 
twnal questions. 'The xWinisters agreed that there must be adequate credit facilities 
available especially for countries with non-conveiiible currencies, i his would jirevent 
countries with “ weaker ” currencies from seeking their reseiie in the return to bilateral 
agreements and a discriminating policy. A Ihiropean bund was suggested in this con- 
text but the Ministers apparently did not agree on this point. Mr. Butler sees the 
principal source of cTcdit in the International Monetary bund to which individual 
countries had to make their own approaches : in a«.}dition there ought to be a European 
bund based on the eventual surplus resources of E.P.U. when it is dissolved and which 
should amount to about S.^OO million and which would be built up by all members and 
made available to all members with short-term balance of payments didicult ies. Esti- 
mates ot the size of this build-up have varied from s^()() million to >^1,000 million. 
"Ellis basic plan was supported by Rundesrat Petitpierre who emphasised that Swalzer- 
land would oppose any plan which would reduce the multilateral compcn.Mition possibilities 
ot the O.E.E.Cl and then'by endanger the policy of non-discrimination. Professor 
Erhard, on the other hand, also favours a European Ihind as long as it does not just 
carry on the work done by E.P.U. by granting automatic credit facilities, lie would 
like this I’und to be comparatively small assisting only couniries with non -convertible 
currencies having short-term balatice of payments tiid’icuhies, whilst long-term credits 
should be arranged between lending and borrowing countries themselves. 

All Ministers seemed to be in favour of keeping tlic O.E.l^^.C^ in being after the 
introduction td' convertibility but the necessity of this was ^tressed more by the represen- 
tatives from the C^onlincnl. Germany’s vic\vs on lliis sub)ect arc perhaps best expressed 
in a recent articlef by Dr. llans Karl von Mangoldt, the president and German member 
of l^.P.U., who w\ants to examine the possibilities of maintaining the spirit ol'O.E.E.C. 
but get on as quickly as possible to G.A.'E.T. and l.M.E. 

Arc w'e in any W'ay nearer to convertibility ? The answer must be no. 'Ehc success 
of these discussions seems to consist in the Ministers having agreed on certain policies 
to be pursued and action to be taken after convertibility has been secured. The initiative 
now lies with the United States and everything depends on their future attitude towards 

* “ Die Londoner Konferenz Uber die Konvcrtibiliiar,” Neue Ziirclier Zcitwif’, luly 19, 1954. 

t Dr. Hans Karl von Mangt)ldr, “ Die leizte slufe vor der Konvertierbarkeit,” Zeitschrift fiir 
das gesamte Kreditwesen^ July 15, 1954. 
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the essential good creditor policy. It is hoped that when the I.M.F. holds its annual 
meeting in September a clearer picture can be formed. 


UNITED STATES The Scvcntccnth Report on “ Economic Co-operation ” between 

^'uniteiT^ governments of the United Kingdom and tlie United States 

KINGDOM which was issued in July (C'md. 9195) summarises the various titles 
under which American aid was received in the second half of 1953. Together with the 
previous report (C.md. 9017) it is possible to determine the total aid received by this 
country during 1953. 


(In s million; 


Isi Half 2nd Half C'.alcndar 
195^ Year 195 5 


Mutual Security Aid 127 2 llf)-5 257-5 

Mutual nefcticc Assistaticc 44 9 21-4 60-3 

U.S. Ai>ricu)tural Surplus — ()-8 6-8 


Total Hollar Aid 172-1 158 5 310-6 

Under the Mutual Security Programme, which accounts for more than three- 
quarters of all aid received, 71 per cent, oi'the dollars have been spent on raw materials 
(primarily niettUs), 12 per cent, on petroleum products, 8 per cent, on machinery and 
vehicles, 7 per cent, on food and 2 per cent, on shipping. On the other hand, of the 
aid received under the Mutual Defence Assistance Programme no less than 93 per cent, 
have been spent on the purchase of American machine tools for defence purposes. 
Moreover, in the autumn of 1953 die Americans provided funds to finance the purchase 
by friendly countries of surplus agricultural commodities produced in the United States. 
Payment is to be made by the recipients in their own currency. In the case of the United 
Kingdom the sterling proceeds up to the equivalent of .?60 million will be used in tlie 
United Kingdom’s defence budget and the equivalent of 85 million for colonial 
development. Py the end of 1953 arrangements were completed for the United Kingdom 
to take consignments of lard, prunes, and tobacco under this Programme and about 
one-third of the tobacco surplus assigned to the United Kingdom had, in fact, been 
received. 

In addition to the aid summarised in the above table, the United States government 
had placed ‘‘ offshore orders ” in this country amounting up to June, 1953, to a value 
of S450 million. 'Phese orders are for aircraft (Hunters and Scahawks), ammunition, 
electronic equipment, tanks, luid minesweepers for allocation to N.A.'P.O. countries, 
including the United Kingdom. Payment on these orders will be governed by the rate 
of progress in deliveries. By the end of 1953 dehvcrics had been affected and hence 
dollars had been received under this programme amounting to 850 million. 
Consequently the volume of outstanding orders (of about §400 million) can be expected 
to make a valuable contribution to the United Kingdom’s balance of payments in the 
next one or two years. 
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The sterling area’s gold and dollar reserves have now surpassed the 
INFLOW .^3,000 million level, 'riicy increased by >>32 million in June, bringing 

ic FNS 

the total to S 5,017 million. Compared with the May tigure of ^2,985 
million, there has been an increase of 107 per cent, and the total reserves now amount 
to 78 per cent, of the last peak of .'^3,867 million in June, 1031. (See the table below). 

There was a further fall in defence aid receipts from the United States which 
amounted to only S3 million in June, compared with so million in May and S2S million 
in June last year. Receipts from the European Payments Union in settlement 
of the May surplus accounted for .315 million, leaving a bahmee of ."<14 million with 
countries outside the European Payments Union. 
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Tliese figures are far from giving an unfavourable picture. 'I’he total surplus in 
June was indeed the smallest since January, but it must be remembered that the large 
surpluses in March, April and May, totalling .3402 million, were due to exceptional 
circumstances as described in our recent issues. At the end of April and the beginning 
of May, for instance, short-term funds were being transferred to London as a result 
of rumours that the margin of the sterling rate of .':>2-78 — .32-82 was to be widened. 
Afterwards these rumours were officially denied. Neither this denial nor the subsequent 
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reduction in Bank rate have resulted in any substantial withdrawal of foreign funds. 

'I'his can perhaps be regarded as a greater proof of the increasing strength of sterling 
than the inflow itself. Furthermore, a comparison of this year’s June figures with 
those of last year shows that in 1953 only SS million out of S46 million were earned in 
normal trading by the sterling area with countries outside Western Europe while in 
1954 it amounted to $22 million out of $40 million if we take into consideration that in 
June the second quarterly instalment of .^8 million on the (Canadian interest-free loan 
had to be met. Receipts from the United States as defence aid, on the other hand, 
fell from $28 million in June, 1953, to only $3 million in June, 1954. 

A comparison of the dollar surplus during the first half of 1953 (S521 million) 
with that oi' 1954 ($499 million) shows a slight decrease. However, this drop docs 
not make the picture look less satisfactory, as defence aid receipts accounted for $167 
million in 1953 as compared with only $78 million in 1954. On the other hand, the 
total net surplus (ctmiprising E.P.U. settlements and balances with the rest of the 
world) increased from S354 million in 1953 to .$421 million in 1954. 

In view of the usual seasonal decline, no large surpluses can be expected in the 
months to come. On the contrary, a shaqi deterioration will probably take place tluring 
July as Britain has agreed to pay about .$100 million to 13.P.U. which may result in a 
deficit of some $70 million. But even the maintenance of further small increases during 
the months after July would considerably strengthen the position of those who are in 
favour of an early establishment of sterling convertibility. 

'fhe United Kingdom had a small surplus with the European Payments Union 
in June of ^(,'3 million after alIov»ing for million interest on debt. This figure reflects 
a seasonal decline, with low commodity earnings, increased food imports and high tourist 
expenditure, 'fhis surplus will be settled during July as to 50 per cent, in gold or dollars, 
and 50 per cent, by reduction of the United Kingdom’s debt to E.P.U. 


For what they arc worth, the figures ol' national revenue and 

FIRST ^ 

QUARTER’S cxpcnditurc for the first quarter of the current financial year are satis- 

REVENUE factory. Ordinary re^enue to June 30 was some £7 million less than 

in the corresponding three months of 1953-54, while ordinary expenditure declined by 
/,'15 million, and the ordinary deficit, at /^148 million, was thus about £S million less 
than at June 30, 1953. While this reduction was due not to a rise in receipts from 
taxation but to a reduction in expenditure, it would be dangerous to assume from this 
that Government expenditure is being reduced, lixperience has already shown that 
economy in Government expenditure is extremely hard to achieve on any considerable 
scale, and that w’hen large cots are made — as in the food subsidies — tltey are liable to be 
exceedingly unpopular. As far as defence outlays arc concerned, the Chancellor of 
the Exchequer has already admitted that reductions may present more difficTilty than 
was hoped earlier in the year. 

I’he main improvement in the quarter’s figures is caused by a decline in “ capital ” 
expenditure, the net below'-the-line outlays being only £S9 million, compared with 
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£120 million in the same period of the previous financial year, and with estimated net 
capital expenditure of £401 million for the whole of 1054-55. T.oans to local authorities, 
with a drop from £102 million to £66 million, account for the whole of the past quarter’s 
reduction. Reduced borrowing by local authorities may be due in part to a slackening 
of municipal house building activity, which has been reported m some areas, as well 
as to the recent tendency for local authorities to borrow on short-term mortgages 
instead of from the Public Works Loan Board. 

Including bclow-lhe-linc items, the overall deficit for the jiinc qiiaiter was £?.V1 
million, compared with £276 million in the April-June period last vear. Receipts 
and expenditure for a single quarter are notoriously unreliable as indications of the 
course of the revenue balance for a complete lin incial year. 'The pattern of national 
finance has often been completely changed during ilie final three im>nlhs, but it is 
something to the good that the current accounting period has started reasonably well, 
both in comparison with the Btidget estimates for the full year and with experience a 
year ago. 

In liming, character and achievement, last month’s new debt 

FUNDING ^ 

SCHEME funding scheme contained elements of surprise. It might have been 

SURPRISES expected that the Ciovcmmcnt would have rested on its laurels for 

a time after the successful conversion of the 5 per cent. National Del’ence Loan. Vet 
barely a month after this operation the authorities launched their proposals for dealing 
with the £535 million of IJ per cent. Serial I'unding stock due for redemption on 
November 14. As an alternative to repayment, holders of this stock were given a 
choice between two new securities, 'fhey could exchange into Hxcheqticr 2\ per cent, 
stock 1963-64 and receive a cash payment of 10^. per cent, on doing so, or into bunding 
3.1 per cent. 1999-2004 on the basis of £103 of this stock for every £100 ol' the Serial 
Funding stock surrendered. 

'I'hcre w^as nothing out of the common in the offer of a ten-year stock in exchange 
for the Serial Funding slock, but the alternative offer of a 50-\ ear loan to holders of a 
stock wiiich was known to be held mainly as a “ short ” was almost revolutionary by all 
recent standards. This part of the Government’s offer was patently an experiment, 
designed to test the accuracy of the impression that an unsatisfied demand existed — on 
the part of pension funds, insurance companies, and other investors ol the institutional 
type — for really long-dated Government securities. 

Investors and the market drew^ the conclusion from the terms i»f the funding scheme 
that, in the official view, long-term yields arc tending downwards, and they paid the 
authorities the compliment of grasping this concept wholeheartedly. Betw’ecn the 
announcement of the ofler and the closing date for conversions, prices tor gilt-edged 
securities, and particularly those for long-dated and undated stocks, were marked up 
sharply, with an exceptionally large volume of business. A considerable part of this 
heavy turnover was believed to consist of sales of the l :f per cent. Serial Funding stock 
to new holders who required it for conversion purposes. 
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It is evident from the result of the offer that some of these buyers of Serial Funding 
convened it into the new 50-ycar loan. Of the £535 million of Serial Funding out- 
standing, £274 million was exchanged for the 2.1 per cent. Exchequer stock 1963-64 and 
£139 million into the 3.1 per cent. Funding stock. No doubt the bulk of the conversions 
into the latter were on behalf of the public departments, but the total converted into the 
new long-dated loan was much larger than had been expected, w4uch suggests that a 
good deal of the conversions were made by non-official holders with the express purpose 
of acquiring a long-dated security. 

The offer as a whole has been successful, since it leaves only £122 million of the 
Serial F’unding loan to be paid off in November. The new 3^ per cent. Funding stock 
acquiretl by official quarters will no doubt be disposed of, as opportunity offers, to 
seekers after a long-dated security giving a reasonably high return. Following the 
innovation of paying off the National Defence loan at practically its earliest date, the 
latest operation demonstrates that the policy of flexible money rates is to be accompanied 
by flexible Ciovernment loan tactics, designed to meet the particular requirements of 
investors at any given moment — always with the over-riding objective of lengthening 
Ciovernment loan maturities with a minimum increase of interest charges on the national 
debt. 


BANKS’ From July 19 a material change took place in the rates of 

EXCHANGE coiTiniission charged by authorised banks on foreign exchange dealings 
COMMISSIONS account of customers. Tn place of the former scale 

of charges of i jicr cent, on the first £20,000, ,1; per cent, on the next £80,000 and 
per cent, on amounts in excess of £100,000, a charge of J per cent, on amounts between 
£100 and £5,000 will be made, but on amounts in excess of £5,000 only the maximum of 
£6. 5r., representing I per cent, on £5,000, will be charged. The small conunissions 
levied on amounts under £100 remain unchanged, 'fiiis concession is, of course, of great 
importance to the large commercial interests, including tlic film industry, and will be of 
considerable benefit to grain, cotton and other large markets. 'Fhc small trader will 
no doubt feel aggrieved and Chambers of ("ommcrcc arc already receiving protests. 
It miglit perhaps have been belter to aboli.sh all exchange commissions and to widen 
the dealing rates quoted by banks to customers to afford the necessary margin of profit. 
As it is, the small man still has to suffer the commission charge as well as the “ dealer’s 
turn ” in the exchange rates. 


Sevi-RAL of' the leading British banks raised their interim dividends 

WESTMINSTER ” 

BANK for 1954, but most of the changes had been foreshadowed in the 
CAPITAL dividend announcements for 1953, and this robbed the current 

year’s interims of any dramatic effect. An important exception to this rule was 
provided by tlic Westminster Bank which was one of the two banks among tlic “ Big 
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Five ’’ to pay the same dividend for 1953 as for previous years. The directors of the 
Westminster not only increased the dividend for the six months to June 30 , but notified 
shareholders of a plan for re-organising the capital and made a forecast of the dividend 
for the second half of 1954. 

Issued capital of the Westminster consists at present of ^'2b,28 3,960 in £A shares, 
of which £\ is paid up (giving a paid-up total of £1,010,990) imd £2,249,167 in £\ 
stock units. Ot the uncalled capital on ihe £4 shares, £1 is callable at any time and tlte 
remaining £2 only on a winding-up of the Bank. The £1 stock units arc entitled 
to a maximum dividend of 12.^ per cent., ranking with the £4 shares, and this maximum, 
ot course, has always been paid. Subject to the approval of shareholders and stock- 
holders, at meetings to be held in October, and to Court sanction, it is proposed to capitalise 
£1,767,747. lOx. of the reserve and with this sum to pay up a further 5 .n*. of tlie uncalled 
capital on the shares, nuiking them £1. 5s. paid, i'hese shares are then to become 
B ” shares. At the same time, the £1 stock units are to become A ” stock, and will 
c-arry a non-cumulaiive preferential 12.1 per cent, dividend ranking in priority to the 
B ” shares. The sum capitalised from reserves is to be replaced by the transfer 
of an equivalent amount to reset ves from contingencies account. 

The proposed changes will provide an additional safeguard to holders of the stock, 
W'hile the paying up of 5s. of capital on the shares is a direct advantage to shareholders 
imd should also make for a broader market in their holdings by reducing the uncalled 
liability. 'Fhe scheme is fully justified, apart from other considerations, as a means 
of bringing the paid-tip capital and reserves of the Westminster Bank a little more 
into line with its present greatly increased liabilities. 

The Bank’s dividend on the £4 shares, £1 paid, for the past lialf-year is raised from 
9 per cent, to 10 per cent., or 2^. per share, and it is the present intention of the directors 
to pay a further 2^. by way of final dividend for 1954. This w^otild be at the rate of 8 per 
cent, on the shares in their new' form (with £1. 5 a'. paid-up; and would make 18 per cent, 
for the year. In terms of actual cash, of course, the return to shareholders wall be 
20 per cent, on the present iunount of £1 paid up on the shares, compared with 18 per cent, 
piiid for 1953. 


Foi the death Iasi h'chruarv of its founder, Mr. Saemy 

CHANGES japhet 'J'hc Bankers^ Alw^aziuc, March, page 216), the private 
HANDS hanking house of S. Japhet and C'o. Ltd. has joined the number of 
City firms whose capital has passed w'holly or partially into the hands of larger under- 
takings. It was announced last month that the Charterhouse Industrial Development 
Co. had completed the purchase of over 90 per cent, of japhet’s share capital, the object 
of the purchase being to w4den the scope of the services offered by the Charterhouse 
group of companies. The chairman of Charterhouse Industrial, Mr. H. Nutcombe 
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Hume, becomes chairman of japhets, and Mr. E. Hamilton Owen, Charterhouse 
Industrial’s managing director, has joined the board. I'he character of the business, 
however, will remain as before the acquisition. 

The business of S. japhet and Co. was founded in 1896, and was converted into 
a public company in December last. The issued capital is £1,300,000 in shares of 
^1 each, and deposits at the end of last year were over £2 million, while total assets 
were over ^'4-2 million. Charterhouse Industrial Development has an issued capital of 
£5 million, and the total of the last balance sheet was £5 9 million. The company’s 
main objects arc the provision of capital for smaller businesses, including funds which 
such businesses may require to meet estate duty. 


It is almost with a touch of sadness that one sees an old examina- 
^oF FRAUDS^ acquaintance — Section 4 of the Statute of l^'raiids, 1677 — almost 

entirely repealed by the Taw Reform (Enforcement of C'ontracts^. 
Act, 1954. 'fhe Statute of frauds was passed to prevent iVaiids, though it has been 
said that it caused more frauds than it ever jwventcd. Section 4 provided that certain 
coniracis should not be enforceable in law 

“ unlesse the agreement upon which such action shall be brought or some 
memorandum or note thereof shall be in writeing and signed by the partic to be 
charged therewith or some other person thereunto by him lawfully authorised,” 
the contracts being guarantees, agreements by an executor or administrator to answer 
damages out of' his own estate, agreements in consideration of marriage, agreements for 
the sale or other disposition of land or any interest in land and agreements that were not 
to be perfonned within the space of one year from the making thereof. So far as 
agreements for the sale, etc., of land were concerned, this part of the section was repealed 
and re-enacted by Section 40 of the Taw of Property Act, 1925, which remains in force. 
The whole of' the rest of Section 4 is now repealed except lor guarantees which will con- 
tinue to be unenforceable unless in writing. 

The Taw Refonn (E’nforcement of C'oniracis) Act, 1954, also repeals Section 4 of 
the Sale of Goods Act, 1893, which itself repealed and re- enacted Section 17 of the 
Statute of brands. I'his section provided substantially that contreets for the sale of 
goods of /ilO and upwards were unenforceable unless evidenced by writing, or unless 
certain other requirements were complied with. 

Between them, the provisions now’ repealed have given rise to an enormous mass of 
litigation, and some fine distinctions have been drawn. For example, a general liiring 
of a servant which might or might not comiiuic for more than a year was not w4tltin 
the Statute, whereas a hiring for a year w’hich might be terminable at any time on six 
months’ notice was w ithin the Statute. With regard to the sale of goods, line distinctions 
w ere draw n between contracts for the sale of goods, which required to be evidenced by 
waiting, and contracts for w^ork and service, which did not. For example, a contract 
to supply and fit a set of false teeth was held to be a sale of goods, while an agreement to 
paint a portrait w^as held to be a contract for work and service. Again there have been 
a large number of cases to decide what constitutes a sulficicnt memorandum which 
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would satisfy the section, and of recent years judges have exercised all their ingenuity 
in finding adequate memoranda so as to prevent otherwise good cases from failing on 
account of a mere technicality. 

Certainly no business man or examination student will regret the substantial passing 
of the Statute, but the contracts lawyer may be forgiven if he she Is a private tear now 
and again. 


THE MILNER ^ Rcport of iVit. E. Milticr Holland, Q.C., who was appointed 

HOLLAND by the Board of Trade under Section 165(/’) of the C'ompanies Act, 1948, 

REPORT investigate the aifairs of die Savoy Hotel Ltd. and the Berkeley 

Hotel C.ompaiiy Ltd. has now been published. The tacts of the complicated transaction 
W’hcrcby the control over the Berkeley Hotel was removed from the stockholders and 
transferred to the trustees of the Savoy Benevolent Fund are there set out witli great 
clarity. As will be well remembered, the purpose of this transaction was to discourage 
certain interests w^ho were endeavouring to acquire control of the wSavoy Hotel ('ompany 
with a view to making a profit out of the Berkeley Hotel by converting it from a hotel 
into show-rooms and ollices. Mr. Milner Holland has fouiul that in carrying out this 
transaction die directors of die Savoy company were not just trying to protect their own 
positions as directors, but were genuinely of the opinion that “ on a long term view 
of the situation, and looking at the undertakings being carried on by the Savoy group 
as a whole, it w^as for the benefit of die Associated Companies aiul of the general body 
of stockholders of the Savoy ("ompuny, as the parent Company, that the business carried 
on upon the properties concenied should continue unchanged.’’ 

Nevertheless, the purpose of the transaction w^as, as Mr. Milner Holland found, 
“ to remove and witliliold from die majority holders of stock in the Savoy ( 'omiiany 
the power, indirectly and ultimately to determine the use to which the Berkeley Hotel 
should be put.” Before proceeding with the scheme, the directors of the Savoy C.ompany 
obtained the opinion of “ a barrister of high standing and long experience in company 
matters ” to the effect that the cransaciioii was within the powers of the diiectors “ so 
long as they acted hinia fide in what they believed to be the bcsi interests of the (.lompaiiy.”' 
Mr. Milner Holland does not find himself in agreement widi this opinion, though he 
is careful to point out that his finding has no authoritative legal torce. He fimls that 
it is legitimate to look to the object or purpose behind an exercise of the directors’ powers 
in order to determine its legal validity, once it is established ihui such exercise was 
houa fide. lie does not, however, find that the purpose for which the Savoy directors 
exercised their powers was a purpose (br wliicli iliose powers were conferred upon 
them, however proper their motive w'as. 'llic powers were coni'erred upon them for 
the purpose of managing the company’s business, and while in the course of such 
management they had power to sell the company's assets out and out if they thought 
it expedient to do so, they should not exercise their powers merely to render irrevocable 
for all time the policy view of the present Board. 

Much of our existing company legislation is directed to ensuring that the teal 
control of a company’s affairs lies with tlic stockholders and it is disturbing to find that 
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there is sufficient lack of certainty in the law for at least one leading counsel to find that 
it is quite legal in certain circumstances for directors to deprive their shareholders per- 
manently of their control over part of the company’s assets. There has been much 
discussion as to whether or not so-called “ take-over ” bids for the purpose of realising 
quick profits out of a company’s assets arc in the best interests of the community as a 
whole, but whatever the outcome of this discussion might be, it it to be hoped tJiat it 
will not be allowed to obscure the paramount principle that in the last resort it is the 
shareholders and not the directors in whom the ultimate control of a company is vested. 
In view of the doubt that has arisen, it may be thought by those responsible chat some 
legislation is necessary^ though on the other hand legislation would not be easy to frame, 
and it might be better to leave the scope of the principle to be worked out by the courts 
as and when occasion arises. 


AMENDMENTS 'rHi: Lavv Rcfocm Limitation of Actions, &c.) Act, 1954, 
LIMITATION I'cduces the limitation period in the case of actions for personal injuries 
PERIODS from the six years provided by the Limitation Act, 1939, to three years. 
Moreover, infancy is not in these cases to be a disability so as to stop the statute running 
unless it is shown that the infant was not in the custody of a parent at the time when the 
right of action accrued. The Public Authoiitics Protection Act, 1893, and Section 21 
of the Limitation ;\ct, 1939 ( whereby a special limitation period of one year w^as imposed 
in the case of actions against public authorities), and certain analogous legislation, are 
repealed. Also, Section 3 of the Fatal Accidents Act, 1846, is amended to provide a 
limitation period of three years instead of one year. The result is that in all cases of 
actions for personal injuries the limitation period is three years, whoever the defendant 
may be, though the Maritime Conventions Act, 1911, still imposes a limitation period 
of two years in respect of loss of life or personal injuries surfered by any person on 
board a vessel caused by the lault of another vessel. 

Section 1(3) of the I.aw Reform (Miscellaneous Provisions^ Act, 1934, is also 
amended. This section provides for the sunhval of most causes of action against the 
estate of a deceased person, pro^’ided that the cause of action arose witiiin tJic six montlis 
before the deceased’s death. That six montlis’ period is now abolished, with the 
result that the ordinary limitation period would apply, but the action must be commenced 
within six months after the grant of probate or letters of administration. 


'Phi* daily ‘‘ fixed ” price of gold has tiuctuaicd but slightly within 
"^NOTi^^ the close neighbourhood of 249^. ; this is not to be interpreted, 
however, as meaning that interest has been on the wane for, in fact, 
turnover has continued in lair volume and the Continent has been only too ready to take 
advantage of the facilities afforded by the London market. Certain quantities of gold 
coins have continued to be made available for sale, but with demand not always keen 
the price of sovereigns eased at one time to around 685. before recovering to 685. 6c/. ; 
more buying interest has latterly been evinced for half-sovereigns and these have 
advanced to 305. 6d. 


AtiijusT, 19>4 
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With sales of Russian silver having abated, the fixed ” price in London climbed 
gradually and reached 73 Jd. by June 22. Though it remained unchanged for a while 
and sales to essential users here were well up to average, the fact that C\>ntinental 
purchases were restricted left one to realise that the position was perforce uncertain ;md 
vulnerable. In the event, tresh ofterings of Russian silver resulted hi a relapse on July 9 
to 12'ld. and a further decline of Ul. on the next w’orking day ; hence, the price of 72 [J. 
recorded on July 12 was the same as that fixed ” on May 18 and was the lowest since 
the early days ot January', 1951. With a degree of Continental buying being attracted, 
there was a minor recovery to 12\d. on July 1 3, but such improvement notwithstanding, 
it is currently difficult accurately to assess future price developments, these being largely 
dependent on whether Russian sales will be resumed and to whai extent they can be 
absorbed. Despite the approach of the holiday season, activity in the Nev' York market 
has been well maintained at the unchanged price of 85 [ cents. Reports have been current 
that a Central American country has purchased some 2 million ounces silver for 
minting into coinage at Philadelphia. 

Business in platinum and palladium has been elfected below £29 and £1 respectively. 
Though London itself has not witnessed heavy selling, buyers have been reluctant 
seeing that as a result of Continental oficrings prices in New' York have tended further 
to recede. 


A iiMHi.Y essay by Honor Croome in I.lowh Bank Review takes 
stock of the reverses of fortune which hiwc beset '' that group whos-: 
abilities society, at the moment, most needs,'’ /.c., the middle class, 
‘‘ the professionals, the managers, the administrators.” Largely as a result in the 
comparative fall in the real incomes of this group, Mrs. Croome sees considerable cause 
for doubt and disquiet. Once income sinks below' the critical magnitude which permits 
genuine and creative leisure, no skilful rearrangement of the remaining components ol 
the standard of living can preserve its middle-class quality ”. It is that very quality 
w'hich Airs. Croome feels is needed to-day. 'I’hc modern economy, the Welfare Stale 
itself, “ depends upon a growing supply of men and w’omcn, possessing, imd capable ol 
retaining throughout their working lives, the qualities of high intelligence, inventive 
imagination, integrity, initiative, co-operative leadership. They must possess the ability 
to link the particular with the general, to interpret their own activities and — a point more 
and more important as special expertise increases — to relate them continuously to wader 
human purposes. These urgently and increasingly needed qualities far transcend 
those of the superior white-collared technician ; and it is blindly unrealistic to pretend 
that they arc generally fostered by the superior white-collared technician’s w ay of lile ”. 


There arc some who w'ould like to sec the law' compel employers 
EQUAL. PAY to pay the same salaries, without sex discrimination, to all employees 
—in other w'ords “-equal pay for equal work.” In banking we have 
few experiences to go on. France has such legislation and the effect appears to be that 
the French banks have cut down considerably their recruitment of women. The French 
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find that there is a higher rate of absenteeism amongst women workers, and this is 
combined with the feeling that women do not normally accept responsibility as readily 
as men, nor do they have, in fact, the same incentives in the matter of making banking 
their career. In Mexico there is a Federal Labour Law obliging employers to pay equal 
wages regardless of sex and nationality. Banks have regard to sex, however, when 
filling specific posts. Managements have found that women are most suited as clerks, 
secretaries and cashiers. On the other hand few of the specialised departments appoint 
women to technical jobs, as they do not seem to have the training for this kind of work. 
Managerial and other higher positions are not offered to women. It has not been the 
custom for Mexican women to take courses of technical education, and the shortage of 
women with that kind of background doubtless accounts for the attitude of the banks. 


Overseas Notes and Comments 

Early in July the Prime Minister of Denmark announced various 

TROUBLES nicasures to mitigate the big deterioration in the country’s foreign 
payments position. The net foreign exchange balances of the 
Danish banks fell from DKr.340 million in September, 1953, to DKr.90 million last 
April, and the situation worsened so much after that time that the mid-July figure was 
much lower. Cuts arc to be made in the military budget but we gather tliai no new 
taxes or customs increases arc proposed. 

The rise in tlie Danish bank rate on June 22 from 4h per cent, to per cent, (the 
highest since 1939) was a clear warning that the authorities were convinced that mailers 
had become serious. The diminution in the exchange holding is due not only to 
heavy imports but also, it seems, to large pre-payments. We ourselves believe that 
the position will be rectified during the coming months provided the terms of trade 
cease moving in an unfavourable direction, but an early reversal of the recent unfavourable 
trend — in butter prices, for c.xamplc — is by no means certain. 

The present situation is one that Denmark’s E.P.U. partners cannot regard with 
equanimity for Danish indebtedness to the Union is already o\cr Kr.820 million. 
Britain is also closely interested because of the great importance of Anglo-Danish trade, 
which in 1953 totalled £208 million, of which £80 million was represented by Biitish 
exports and re-exports. It is still unknown how Danish exports will be affected by 
the freeing of our agricultural trade ; that New Zealand alone is a larger seller of meat 
to Britain is merely one indication of how important our market is to the Danes. On 
the other side of the account, there is the fact that, of non-C]ommonwealth countries, 
Sweden alone makes bigger purchases from Britain than does Denmark. 


TRANSPORT Eutopcan Community for Coal and Steel is a bold attempt 

WITHIN THE to create a common market within the six member countries. One 
COMMUNITY biggest problems has been that of ironing out the differences 

in transport rates. How heavily the cost of carriage of raw materials contributes to the 
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final cost of a manufactured article must depend a good deal on the quantity and kind 
of material used, but it has been estimated that, in VC^estern Europe, an engineering 
works’ bill for coal, iron ore, scrap and steel may have a transport costs content of 
20 per cent. Part of tliis burden arises from the fact that every time a ton of coal or other 
goods crosses a frontier the rates for carriage go up. 'fhe High Authority of the 
Community estimates that the crossed-frontier factor adds as much as 25 per cent, 
to transport costs. Nearly two years ago the ("ommunitv set up a transport commission 
to examine these uneconomic distortions, and last May it recommended that all 
inequalities of treatment for international traffic be brought to an end by March, 1955, 
at the latest. 'Phis decision has been recommended to the member states and, if they 
do not act, the High Authority will. 

'fhe effects will be great. For example, the ton price of Ruhr coai in Paris should 
fall by jCK 40 per cent, will come off the cost of transporting Ruhr coal and coke to the 
steel plants of Luxemburg and Lorraine, and finished steel will move much more 
cheaply from France to Germany, riie Italian steel industry, depending as it does on 
long -haul scrap, will benefit appreciably. 

This development is one that closely concerns many British luodiicers, particularly 
the manufacturers of steel and the large users of steel. In a year from now, even if all 
other factors remain unchanged, price compciiiion from factories and works in the 
Community will be more intense than at present. It is impossible to give any figure 
that will cover every kind of manufacture but an average fall of 2 per cent, in the eost 
of steel is among the estimated reductions, and is one that will set in motion a downward 
pressure over a wide field. 


SPANISH Every year, when representatives of the 'Treasury and the Hoard of 

STERLING Trade negotiate with the Spaniards a renewal of the Anglo-Spanish 
FOR RIO TiNTo agrccment, the public is given to understand that Spain suffers 

from an acute shortage of sterling and therefore cannot be expected to buy from Britain 
any but the barest essentials. And every year the U.K. 'Trade and Navigation returns 
show a large balance in Spain’s favour : the figures of' our trade with the peseta area 
during 1953 represent fairly the trend for several years past : — 

£ million 

Imports into LT.K 39 3 

Exports and re-exports from U.K 26- 1 

If the imports are reduced to an f.o.b. basis, this leaves Spain a surplus of some 
million, which is considerably smaller than the balance in some earlier periods. 
Enquirers are told that service remittances and purchases of necessary raw materials 
from the rest of the Sterling Area fully absorb these favourable balances but as no 
supporting figures arc produced British exporters of “ non-essentials ” have never 
accepted the statement. The scepticism of these doubting Thomases will have been 
reinforced by the news, early in July, of the acquisition by a Spanish group of a 
two-thirds interest in the Spanish assets of the Rio "I'into Company in consideration 
of a sum of £7,666,666 in sterling, payable as to ^2,500, 000 at latest by the end of 
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October, with most of the balance in instalments over the next three years and a smaller 
balance payable during the three years after that. 

In view of what The Times describes as “ tlie rigorous official provisions for prices, 
wages, and social security payments which have effectively destroyed the property’s 
natural profit-earning pow^r ” the terms concluded do not seem unfavourable to the 
shareholders of the Rio Tinto Company. But they also provide evidence that there 
is some sterling in the Spanish kitty after all the annual protestations. 

Quite apart from this aspect, however, there is a serious objection to the Rio Tinto 
deal in that it is one more example of a country unable to allov^' the full servicing of its 
existing foreign obligations which can nevertheless find the exchange to buy out an 
enterprise w^hose value has been previously diminished by the buyer’s own actions. 
The post-war years have familiarised us with this kind of expropriation by the 
Argentine but the experience does not grow pleasanter merely by being repeated nearer 
home. 


When Bgypt decided to come out of the sterling area in July, 
s^RLiNG 1947, she concluded a temporary arrangement with Britain whereby 
Egyptian banks’ balances in London were divided between No. 1 (free) 
and No. 2 (blocked) accounts. At that time the sterling assets affected amounted to 
about £400 million. 

From then on fresh agreements wxre made periodically, all of them providing for 
a small part of the blocked money to be transferred to free account. In March, 1951, 
the parties concluded the ten-year agreement that still governs their trading relations. 
Under this pact the Unitt'd Kingdom made an immediate release pf £25 million and 
promised to facilitate the supply of oil products against sterling up to £11 million a 
year for 10 years. It w^as also agreed that at some time in each calendar year the United 
Kingdom would release £10 million of the blocked balance and a further £5 million 
in any year when the balance of free account money fell below £45 million. This 
second class of relief has in fact been needed every year since the agreement was signed, 
the most recent transfer having been made last January, 'fhe larger annual release — 
that of £10 million — was held back this year until after the end of June, and the delay 
has popularly been connected with the diplomatic struggle that is going on regarding 
the custody of the Suez Canal. If this was indeed why the money was being held 
back, we have here yet another instance of cutting off your nose to spite your face. 
A year ago Egypt’s foreign currency position was very bad, but by December 31 
last — according to the Foreign Minister — her free sterling stood at £18 million and 
her dollar reserve at 823 million. These are not big sums but they were quite sufficient 
for Egypt’s immediate requirements, having regard to the improvement that has been 
taking place in her balance of payments over the past twelve months. As it is, the 
belated release may encourage Egypt to step up her purchases of British goods. 

In 1951 — admittedly a boom year — Egypt’s sales to Britain amounted to £47 .J 
million and her purchases to £41i million. The following year our imports were down 
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to less than £13 million and our sales to £33 million. In 1953 our imports increased 
slightl). but our exports tell to about £21 million. The ligures for the tirsi live months 
ot the present year show our imports at more than double the comparable figure for 
1953 and our exports up from £8 4 million to £10 5 million. This revival should 
receive impetus from the funds thus released, and the higher le- el of trade exchanges 
may do something to facilitate a reasonable settlement of the t'.anal dispute. 


THE WORLD 
BANK AND 
ISRAEL 


On July 12 (he International Hank tor keeonsirueiion and 
Ocvclopmcnt announecd two interesting decisions, t^ne was that an 
issue of its bonds was to be made immediately in the Nethcrlaiuls. 
This, the first guilder issue by the l.B.R.H., was for h'ls.4() million at i.l per c'enl. and 
was underwritten by a syndicate of Dutch banks for issue at par. 


d'he other decision was to receive Israel as a member of the l.M.b'. ami the I.H.R.D. 
I he ouota ot Israel in the LM-b. is s4.5 million and a like sum is being subscribed to 
the capital slock ot the I.B.R.D, This step has come at a time when Israel seems at 
last to be overcoming the worst of the ditiicuhies with which she has been faced since 
the cease-fire of January, 1949, in the Arab-Jewish war. 195.3 was the lirst year in 
which no new foreign short-term debts were incurred, and the trade deficit fell from 
8264 million in 1952 to 8227 million. In 1951 this deficit amounted to 8342 million 
and it is no accident that the improvement in the balance of trade has occurred 
simultaneously with a fall in the rate of immigration, 'bhe foreign currency holdings, 
almost exhausted a year ago, have risen quite respectably during the first half of the 
present year but they are still small — about £\S million — and the country is still 
unhealthily dependent on appeals to the charity of Jews in America. Last year, for 
instance, foreign currency expenditure came to 8338 million against earned receipts 
of 876 million. 'The shortage was made good partly by a 846 million grant from the 
U.S. Government and partly by 842 million German reparations, and, as to the balance, 
mainly by gifts. 


Exports during the lirst quarter of the present year were running about a fifth 
higher than in the same months of 1953 but the figures we have gi\'en demonstrate 
that Israel must have tm expenditure-earned receipts deficit for a long time. Meantime, 
there is the ceaseless threat of a renewal of the Arab war, a threat that forces Israel 
to spend heavily for defence at a time when her entire resources should be devoted to 
works of peaceful development. 


The financial year that ended on June 30 last was one of the 
^*^ 19 ^ 54 *^ most prosperous in the history of Australia. 'Ihe Commonwealth 
budget showed a surplus of jCA56 million, against the original estimate 
of £A 2155000 , as a result of a big. increase in revenue and a fairly large shortfall in 
expenditure — and this went along with tax cuts amounting to jCAllS million in a full 
year. 
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Trade has been good, with a wool cheque of £A390 million, the third highest on 
record. I'he high export income has made possible a further relaxation of the drastic 
import controls instituted in March, 1952. What this means to Britain may be illus- 
trated by the fact that U.K. exports and re-exports to Australia for the first five months 
of 1953 totalled £75 million, while for the same months this year the figure was £113 
million. As the statistical position of wool is favourable to producers, 1954-55 should 
also prove a good year, but British exporters, while making every effort to meet the 
large current demand, will be wise to remember how volatile the Australian market has 
shown itself in the past. 


A cotourmjl, almost storybook, revolution has recently brought 
GUATFiviALA tlic Small Rcpublic of (juatemala into the headlines. The exact 
causes of the upheaval are not entiiely clear ; it was certainly not a case 
of good and evil, of Democracy versus Communism, as certain commentators either 
side of the Iron C.urtain have proclaimed. Opposing ideologies probably exerted some 
influence, but local politics with all the personal ambition and greed that characterise 
them in Central America certainly played an important part. 

Jacobo Arbenz was elected President in 1950. The leader of the rebellion, Colonel 
C'aslillo Armas, was arrested in the same year after being involved in an unsuccessful 
revolt, but the following year escaped from prison and started organising opposition 
forces outside Guatemala. On June 18, 1954, he led an assorted force across the border 
from Honduras and, after some vicissitudes of fortune, entered Guatemala City in 
triumph on July 3. A military Junta, it is claimed, will rule the country until conditions 
arc sufficiently tranquil for elections to be held. 

These events are unlikely to affect the way of life of the Republic’s 2,900,000 
inhabitants. 'Phe majority of them live in abject poverty on a staple diet of corn and black 
beans. Cjuatemala is, of course, predominantly an agricultural country and cotTcc is 
the main export. It is mostly of a line quality and earns about three-quarters of the 
total export income, the bulk of it being purchased by the United States. Bananas, 
the second export crop, have decreased in importance since 1948 owing largely to damage 
by hurricanes, to labour difficulties and to the Government’s land policy. In 1953 
they contributed only 14 per cent, of the foreign earnings, rather more than in recent 
years, but just under half the contribution they made in 1948. There is undoubtedly 
great scope for agricultural expansion — a fall in coffee prices would hit the economy 
hard — and this is a task the new rulers should put high on their list of priorities. 

With the general lack of confidence in the future, business in Guatemala has in- 
evitably been slack recently. ’’Phanks, however, to high coffee prices the external 
stability of the country has been well maintained. A favourable trade balance was 
achieved in 1953 for the second year in succession and the March figures — the latest 
available — of the Bank of Guatemala’s holdings of gold and foreign exchange at just 
over U.S. S52 million is only 8500,000 lower than in March last year. The reserves 
are sufficient to cover eight months’ imports, a comfortable margin. Internally, although 
the money supply has been increasing somewhat, the quetzale is at par with the dollar 
and a recent official announcement stated categorically that there was “ absolutely no 
intention or reason ” to change it. The Junta have taken over a going concern. 
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Bayerisdie Hypotheken- und Wechsel-Bank 

HEAD OFFICE MUNICH 
Foreign Commercial Bank 

At the General Meeting on 30th June, 1054, Ihc 
Capital Stock of RM. 34,012,500 was converted in a 
proportion of 10:8 into DM. 20,995,000, a Dividend 
of 8‘-‘ po,r cent as well as a Bonus of 0'/_> per cent 
was de.c.'lared for the year 1953 and the Capital Slock 
was increased to 

DM. 40,010,000.— 

Total of the Balance Sheet: 

on 31 st Decondier, 1953 about DM. 1 ,572,41 4,000 
on 30th April, 1954 about DM. 1,078,875,000 


Principal ilcins of the Annua! Balance SIuh'! per 
31st December, 1953: 


Capital Stock 

DM. 

20,!)95,000. - - 

Reserve Fund 

DM. 

9,300,000. - 

Pension Fund 

DM. 

44,000,000. - 

Deposits 

DM. 

91 9,420,206.30 

including Savings Bank Do- 

posits 

DM. 

196,981,070.04 

Accounts Receivairle 

DM. 

.560,070,2 1 4.00 

Longterm Loans of Mrjrtgage 

Departmi'iit 

DM. 

.321,1155,004.85 

Bonds in ( iroulcdioii 

DM. 

.39 1,1 01, 381. .50 


Besides the Head Office Munich folhjwing Blanches 
are licensed as Foreign Commercial Banks: 
Augsburg, N li r n b e r g , I, u d w i g s h a f e n/Rh., 
Aschaffenburg, Bamberg, Griinstadt, llol, Kaisers- 
lautern, Kautbeuren, Kempten, Kit/ingen, Kiisel, 
Lindau, Lindcnberg, Mannheim, Neustadt (Weinstr.), 
Ncu-Uhn, Regensburg, Schweinfurt, Sell), Weicien 
and Wiir/burg, moreover the Branch Cjrossmarkt- 
halle at Munich. 

Munich, July 1954 
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German Banking 

T HIS issue of The Bankers' Magazine contains three articles covering a wide field 
in German banking and finance. Since the major part of comparative hanking 
literature has, in the past, stressed the differences between British and German 
banking, it is as well that we have these re-appraisemenis, which show the tendency 
towards similarities rather than differences. Before the tirst world-W'ar it was tnic that 
the German banks operated as hanques d'affaires rather than as deposit banks. In 
1913 for example, the own resources of capital and reserves of the great German banks 
amounted to 32 per cent, of their balance sheet totals. By 19 30 this had fallen to 8 per 
cent., and to-day it is somewhat lower than this. The “ big f ive ” in Kngland found 
their counterpart in the ‘‘ big 'Three in Germany, each with widespread branch 
networks over the country. 'The disintegration of these banks to which Or. Panten 
refers was brought about as a natural consequence of the Potsdam agreement which 
deprecated (and prohibited) “ the excessive concentrations of economic powers 
Subsequent re-forming into the present nine institutions which Dr. Panten mentions was 
largely due to the initiative of xWessrs. Herman J. Abs, (airl Goetz atul Paul Marx whose 
Memorandum to the three Allies responsible for the Western /ones of Gicrmany formed 
the basis of ultimate re-grouping at Land level. 

As our readers will observe, there are now nine banks in fact, but onlv three in spirit. 
'The peculiar ditiiculties of the capital market in Ciermany to-day ha\e forced the banks 
to recognise that they must dejumd upon fleposits rather than increasing their own 
capital structure if they are to build up funds for their operation.',; and that tliey nuist be 
prepared to assist industry somew'hal mi>te deeply than they w'ould otherwise care to do. 
In fact, each group of three existing banks will adopt a common policy, lea\'ing the 
customer with three (and not nine) competing banks. Since, hmvever, the inherent 
difficulties arc common to all banks, there wall as likely as not be only one answer to anv 
particular proposition, and to go from one bank to another will scarcely hel|'> the customer. 

Historically, the banks in (icrmany assisted industrv by taking an active part in a 
new^ enterprise from its beginning, d’hey appointed olliceis n> the bt»ards t)f companies, 
atul nursed these linns through the teething stages. When the time was ripe, capital 
w^as raised in the long-term market, and the bank avlvances re-paid. D1 recent years the 
trend has been agitinst such financing. Since the War there has been established a 
Reconstruction Loan (Corporation, charged w'ilh this pariicuiar function., and the banks 
had hoped to divest themselves of their former activities as hia.iiies d'affitrcs. That 
they have had to return, in a small measure, to this tradition il role, has not pleased them, 
for they were developing the deposit bank so familiar to us in ICngland, on a nation-wide 
basis. 

Aside from this entbreed distinction beuvecn (jerman and British “ Head Ollice ” 
policy, the banking system internally was not aliogellicr diflerent from wdiat we know' in 
England. I’here is the same use of cheques and transfers and clearings, and even over- 
drafts. American experts in the CAmtrol Gommission found more differences betw’cen 
the Cicrman and their own banking. system than did the British, for in America the 
overdraft is not common — is in some States not permitted — and there are few' branch- 
banking chains as there are in England and Germany. Clerks who interchange between 
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British and German banks do not find the broad lines of operation and system very 
strange. The German has a more scientific approach to costing problems, and will 
exchange information with rival institutions in order to check his answers. He makes 
more use of gadgets and machines. He wwks longer hours. He is amenable to State 
direction on the form of his balance sheet, and does not object to outside inspections and 
controls. But he encourages the use of cheques ; his book-keeping approximates to ours, 
and he uses familiar types of machines for ledger posting ; he has the same “ Head Office 
ledger ” in the branches, with much the same headings ; and in the large cities sets up a 
luncheon club-room for those who cannot reach their homes for the mid-day meal. 

Before the War, the Reichsbank was in some respects a competitor of the other 
banks, by virtue of its branch network — of over 400 branches — engaged in transactions 
which competed in many ways with the commercial banks. In addition it was a true 
Central Bank, with the right of note-issue, and with re-discount facilities. After the 
War it was closed down ; a new bank of issue was established, the Bank deutschcr 
Lander, which has no branch nctwwk to drain away business from the commercial 
banks. Except for the necessities of the Federal structure of Western Germany, one 
more step tow’ards the British system has been taken. 

The demands for capital from an expanding German industry call for very high 
qualities amongst bankers. Unhappily, there is a broad personnel “ gap ” between the 
very old and experienced bankers, and the new entrants to banking. The supply of 
younger men with a background of say, 20 years experience of free banking is sadly 
lacking, since at the beginning of their career such young men would have spent their 
earlier years in the grip of the nonsense of Nazi economics and exchange rcsiriclions, 
calling over ledgers in which there was not just one Mark, but a monstrous variety of 
Marks of all categories, and checking over loan accounts which were not necessarily 
established for sound banking reasons. With a typical thoroughness this situation is 
being remedied rapidly, and the high proportion of German banking students in London 
and New' York is witness to the determination that the study of banking in all its 
branches is to receive high priority. As in all things, there is one sure way to progress 
and this holds true for banking. One must w ork. German success is due to the recogni- 
tion of this fact. 
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The Growth and Activity of the West 
German Successor Banks* 

By Hans- Joachim Pan ten 

I N many respects the balance slicct figures of the nine large banks with branch 
systems which have been formed as successors of the former “ big 'I'luee ” German 
banks the Deutsche Bank, the Dresdner Bank and the C^.ommer/bank, rellect the 
business results and policy of all the commercial banks in Western Ciermanv. 'I'Jie 
names t'f the nine successor institutions, all of which arc limited companies in ‘‘ A.G/’ 
form, are as follows : — 

Successors of the 

Hunk Dn'sJih'r Hunk ( 'ufnnu'r chunk 

Norddeutschc Bank Hamburger Kreditbank (\>n\merz-und Disconto-Bank 

Rheinisch-Westfalischc Bank Rhein-Ruhr Bank Ikmkvcrein Westdeiiischland 

Siiddcutsche Bank Rhein -iMain Bank Gommerz-und C'redii -Bank 

They account for 5 5 per cent, of the balance sheet tot il of all the commercial banks, 

d'hey also have 57 per cent, of the latter’s deposits, and their proportion of the total 
short-term lendings is almost as high. 'They are even more rei'iresentalive in their 
capacity as Foreign 'Trade Banks, since about two-thirds of all the sh.ort-term credits in 
respect of imports and exports are granted by them. One ol’ the niv)st important and 
most rewarding tasks of the successor banks continues to be the maintenance of foreign 
relations, not only with a view to supporting (k‘rrnau tnide and industry in their elforls 
to export, but quite as much for t.hc purpose of making the Ciermaii inarkel as receptive 
of foreign goods as possible. One result of these efforts h is been a considerable rise, 
especially during the past year, in the number ol'DiM accounts ol'forci»',n banks kept at the 
successor insliuiiions, as well as in the number of nceoiints in foreign enrreney ki-pt by 
these latter at banks innsidc (ierrnany. A further coiiiribution towards ('onsoiiiiating 
foreign relations, more partiailarly those with correspondent banks ii\ Circa! Briiain and 
the U.S.A., was made by ihe sctilein.ent of Standstill cretiils wiihin ihe fr.imcwork of the 
London Debts Agreement. 

The successor banks have been nine in number only since ilie beginning (if 1052, as 
a result of the Law on the Regional Scope of Credit Insiitiitions dating from Alarch 31 
in that year. Up till tlicn the governing ordinances were those enabled h\ tlie (Kcupyiag 
powers, under which the big Three ” pre-war banks had been sjdit u]t info 30 separate 
institutions. That Iragmentatioii not only dealt a hca\y blow to the banking system, 
but in addition hindered the reconstruction of the W'esi Cierman economy. It meant 
that precisely in the period during which an clhcicni banking system might have cased 
the stony and painful way to recovery, there simply was no naturally developed banking 

* Sec also ihc article “ German Banking since the War” (The Bankers^ A^a^azine^ November 
1952). HD. 
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organisation such as that of the former big banks. These after all did suit the needs of 
the (jcrman economy., and had proved their excellent value through many decades. 

The banking \car 1953 is the second since the new arrangement by which the 
decentralisation was to some extent reversed, when ihe 30 fragmentary institutions were 
made into nine independent successor hanks in the form of companies limited by shares. 
To judge by the criterion of balance sheet totals the group of the Oeuischc Bank successors 
is the strongesf, with 47 per cent, of the grand total, being followed by the successors of 
the Dresdner Bank with 32 per cent, and those of the Ck')mmerzbank with 21 pe^* cent. 

'fhese nine institutions have a number of common problems, originating from the 
“ ilecartelisation ” frenn which they jointly sulfcred, as well as from tlie consequences 
of tlic war and the currency reform. One of the most serious of these problems is the 
low rate of capital formation. It is, of course, an international feature that banks cannot 
increase their capital resources as fast as their balance sheet totals expand. Ba er since 
the beginning of this century the banks’ capital basis has been growing more slowly 
than llieir total liabilities. In this respect, however, the war and. its consequences, 
coupled with the late meted out to the big banks m (lermany, have given rise 
to a particularly unsatisfactory position. As will be seen from the table below, the 
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prcj^cnt ratio ol the nine successsor institutions' capital resources to ihcir balance sheet 
total lies between 31 per cent, and 4-3 per cent. "I’his admittedly makes it higher than 
the ratios of the large British banks, but lower than those in Switzerland or the United 
Stales. It is, of course, also lower than the ratios of the big Cierman banks before the 
war, since the corresponding ratio in 1937 was 4*8 per cent, at the Deutsche Bank, 
6-8 per cent, at the Dresdner Bank and 6*2 per cent, at the (ilommerzbank . Last year, 
moreover, the balance sheet totals greatly expandeil, the largest increase being that of 
over 42 per cent, at the Commerz-und Oedit-Bank as the table of the balance sheets 
of successors of The C’ommcrzbank shows ; and this has brought nearly all the ratks 
down below their 1952 level. I'lic only exception to this is the Bankvercin Wesldcutsch- 
land, which last year increased its capital. The increase, however, did not take the 
form of an issue of shares, but merely of an exchange of shares with another bank. It 
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will not be until later that ihe new capital will be oli'ereil to the olJ sharehoKlers for 
subscription. Ihc lime wlien it will be so otlcred is as vet no! known. It depeiuls 
on the course ot the capital markets, a matter discussed elsewl’iere in this number, 
because it is the functional deficiencies oi these which make the pl iciiu; of bank shares 
difficult. It shouUl, however, be emphasised that the banks are deliberately rerraininj; 
from issuing shares in the cajfital market, because they do not want to do what the 
public authorities ha\c been doing and simply skim the cream otf that market. A 
General Manager ot one of the nine banks ai this year’s tieiieral Meeting explained 
their aliilude by pointing out iliat ilic Cierman c;ipital ma.rkei is imt an oraaige tree troni 
which one can gather ripe fruit at any time of year. On the contrary, he said, it remains 
a tender plant needing the care and protection of gardeners these latter incliule the 
banks, who, liowcver, are far from satisfied with the Government as heaii gardener. 

As gardeners, the banks know how tlie capital market ought to be euitiwiied. One 
should not make c.xccssive demands on it, but slu>uld leave the way clear for issuers in 
other branches of activity who have an even more urgent need Ibr strengtliening their 
capital basis. The lime lor reinforcing the capital resources of the banks has not yel 
come. It is true, leclers arc now being sent out li) test ilte capital market in view of 
the favourable tendency on the stock exchanges. 'The ('ommer/.-imd Gredii -Hank is 
going to increase its capital by DM. 5 million. However, one of the most iiiipornint 
tasks of the banks continues to he the enlargement of their published and undisclosed 
reserves, so that the\ may be in a p^osition to meet tlic demands which Cierman trade 
and industry make on them. Ol’course the strengthening of published reserxes, although 
the banks last year carried it oui. to the greatest feasible exietii, can never lead to expanding 
the capital funds to anvlhing like the extent to which ihev could and should I'c expanded 
by issues of shares. In 195 ^ the successors of the Deutsche Hank allocated DM ID million 
to their resetxe funds from the profit and loss account wliilc die (’ommeiv. Hank allocated 
DM 4 million in this way. 'fhe Dresdner Hank group appIIet^ a sum of DM >0 5 million 
to reserves before it reachexi the profit and loss account, so ihat the baiance of profit was 
smaller by that amount. This is a kind of balance sheet leciinitjue whicli was uslxI 
by the successors of both the Dresdner and the Dcuisciie Hank m ilie previous \ear, 
and which illustrates the pos.^ibillties open to the banks in tiie handling oi. their balance 
sheets. Ihc ratio of iJic reserve allocation in the ca .e of tlic Denische, ( loinmer/.bank 
and Dresdner groups was 10 per cent., 0-.3 per cent, and 113 pei ».enL respectively; 
and the published reserves were thereby brought up to S5 per cent., '1.? per cent, and 
61 per cent, of the capital. 

A further leauirc common to all nine of the banks is the uay in winch the time 
deposits, which are relatively expensive ” from the point of view of earning power, 
increased more than the “ elicapcr ” sight deposits did. In point ot fact this hai^jpencd 
not only among the successor banks but among banks as a whole. One reason is that 
the velocity of i:irculation of money h;vs been constantly declining in Western Germany 
since the Korean crisis, or in other words that the propensity of the economy other than 
the banks to hold more cash has steadily grown stronger. Another factor which has 
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largely inllucnccd tJic composition of the deposits’ structure has been the unsatisfactory 
capital market policy ; while mention must tinally be made of the secondary effect pro- 
duced by the accumulation of public monies on time deposit accounts at other banks, 
'riie smallest rise in time deposits occurred in the successors of the Dresdner 15ank, and the 
largest in those of the Commer/bank. In these latter institutions nor only is the propor- 
tion of time deposits to total deposits the highest, but the time ileposiis have actually 
come to exceed the volume of sight deposits. 

Another consequence of the present plight of the capital market is that the balance 
sheets of banks have not yet regained their normal elasticity. When the capital market 
is working normally, short-term advances which arc granted for the preliminai 7 or 
interim financing of' long-term projects will one day be replaced by a long-term lo in, 
which will not be granted by the commercial banks but will be procured through the 
capital market by the issue of bonds or shares. Nowadays, however, the possibility 
of such issues is still greatly restricted. I'hat is why one finds it said in the annual 
reports, and in statements made at the Ciencral Meetings, that the banks’ lendings to trade 
and industiy no longer serve, as formerly, simply to finance movement of goods and the 
like, but are used to supplement the borrowers’ insufficient w’orking resources. Trading 
and industrial firms are, in lact, like the banks showing a progressive fall in the ratio of 
their capital resources to their borrowed funds. This is mainly a result of' the stiff 
taxation, tvhicb makes the formation of fresh capital difficult, 'fhe banks are obliged 
to make allowance for this state of affairs because, if they w’cre to call in advances of this 
kind, this w’ould in many cases cause an abrupt restriction of business in the firms 
concerned, with all the economic and social consequences which that would entail. 
The result has been that some of the advances in question have in effect become partici- 
pations, while the risk of lending is increased for the banks accordingly. If one may 
generalise a statement that w’as made with regard to one of the successor groups, one might 
estimate that 30 ]^cr cent, of the short-term lendings arc ripe for consolidation through 
the issues of securities. 

As can be seen from the table below% there has been much divergence as between 
the individual banks in the movement of the item “ debtors ”, representing advances and 
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Other short-term lendings. While the rate of increase in that item in the Rheiniseh- 
Westtalische Bank and the Bankverein W’estdeuischland has become notably slower as 
compared with 1952, the increase was considerably larger in all the successors of the 
Dresdner Bank. It would also appear from the results slunvn that the North Cicrmaii 
successors ol all three big banks attached especial jmpi^iTar 'c to increasing iliis item. 

The long-term lendings, which properly s}X'aking arc not very suitable as items in 
the balance sheet ot a commercial bank, and wlucl i have grown onb’ because ol I he 
inadequacy ol the capital market, did so in exception. illy large measure with the successors 
ol the ( annrner/.bank. If one emnpares the li‘;ures lor Ii>ans granted at long term with 
those lor lo;.ins taken at similar perii>ds, one linds llrai in most of the successor banks 
sticlt lendings have grown faster than the loans taken, 'l hal pn>coss has oceurre<l in 
the most marked degree in the successors of ihe Commer/bank, wliilc on ilie other hand 
the Kheimsch-Wesltalisehc Bank, the SiidLleutsche Bank and the Rhoin-Ruhr Bank have 
been able to reiiuce tlie lead which their long-term lendings had in this respect. 

As a result ol the measures v\hich have been in lorce since l>cccmbcr, with a 

Mew to t'liciniraging the capital market by granting hscal concessions in connection with 
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lixed interest-bearing sccuiiiies, the banks’ security holdings have been substantially 
enlarged. It is true that the balance sheets do not show sej^aralely the ainounl ol the 
tax-free secunlics and those carrying tax concessions. Since however the issues made 
last year consisted maiiilv ol loans lalling within the terms ot the C.apital Market 
Encouragement Law, it would seem likely that the securities added to tlie banks’ port- 
folios mostly came from such issues. The clfect is to improve not only the banks’ 
earning power, but also their liquidity, dhal is a rare combination in any kind of 
business, since liquidity and earning power arc apt to be incompatible opposites. This 
makes it all the more remarkable that the Commcr/.baiik group made only comparatively 
slight use of the opportunities olfcrcd in this way. None of tlie Commerzbank successors 
doubled its security holding, whereas the remaining successors other than the Rhcin- 
iMain Bank show a much larger increase even than that. 

There is one type of security in the balance sheets of the banks which was not known 
before the w^ar. It appears under the description Equalisation Claims These are 
claims on the Ciovernment in the shape of registered book debt, for which no documents 
of title in security form arc issued. They originated from the currency reform, which 
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SO greatly reduced the assets of credit institutions that these were no longer enough to 
cover the liabilities. To enable the banks to bridge the gap which arose in this way 
they were given these ‘‘ Kqualisation Claims 'fhev bear .1 per cent, interest ; there 
arc no specified arrangements for redemption ; they are eligible as collateral security . 
for Central Bank loans ; and they can be bought or sold only as between credit institu- 
tions and at their par value. It is true that, as the volume of balance sheets has grown 
while interest rates have fallen, this item among the assets has become to some extent 
less burdensome as a factor reducing both earning power and litiuidity ; but in those 
balance sheets it still represents a foreign body, the ethnTs to remove which have so far 
been unsuccessful. 


Owing to differences in the method of entering items of receipts and expenditure 
the profit and loss accounts do not permit any comparative conclusions as li> the banks* 
earnings. The annual reports, and statements made by the managements, do, however, 
show that in most lines tire expansion in business was considerable. Ouring 1953 the 
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discount rate of the Central Banking System was twice reduced, lirst on January 8, 
from 41 per cent, to 4 per cent., and again on June 11 to 31 per cent. — this last being the 
lowest level known since 1909, apart from the period between 1940 and 1948. The 
banks adjusted the interest rales charged to their debtors in full accordance with these 
changes, although the adjustment of their creditor interest rates was only partial. That 
cut their profit margin. In the successors of the Dresdner Bank and the C^ommerzbank, 
however, the effect of tliis reduction was outweighed by the growth in business, while 
in the case of the Deutsche Bank the receipts from interest fell short of those in the 
previous year. The fact that the earnings of the Deutsche Bank successors were never- 
theless good is shown by their expenditure on taxes as compared with the total of their 
balance sheets. Actually there are many forms of tax concession applied to different 
things, ranging from the building of ships to allocations to pension reserves ; and the 
extent to which these fiicilitics are used varies, so that there is no precise indication of the 
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sums that were earned on current business. One can of course assume that the manage- 
ments of the banks will have done their best to keep their payments of taxes down to the 
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lowest level permitted by law, and that hence the lax payments will approximately reflect 
their position in respect of earnings. Subject to proper reservations, theretbre, it is 
possible by comparing the amount of taxes paid with the balance sheet total to establish 
something in the nature of the dilVerential earning power of the individual banks. 

Incidentally the comparison between the total paid in taxes with the capital brings 
out how very high the burden of taxation is. For the year 10fS3 the tax collector took 
from the nine successor institutions an amount equal to nearly 30 per cent, of their capital, 
with in some cases a very much higher proportion such as that of around 80 per cent, 
for the Deutsche Hank group. In 1958, by way of contra .u, the taxes tailing on the 
big three banks amounted to only 1 1 ]>er cent, of their capital. 

"fhe dividend was raised in the case of all nine banks from 6 per cent, for 1932 to 
8;l per cent, for 195 5, which latter rate puts them into the highest class among West 
CTcrman limited companies as regards current dividend payments. 'Fhc increase in 
dividend w'as not solely due to the business results for the year being coirespondingly 
favourable. On the contrary, it mainly reflects the fiscal concession w'hich the legislature 
has applied to distributed dividends as from 195 5 by lowering the rate of lax on them from 
60 per cent, to 30 per cent, for limited companies. 'I'he full benelii of this reduction 
in the Corporation 'lax has accrued to the shareholders, d'he effect is that the revenue 
authorities are bearing most of the charge for the addition of 2.1 per cent, to the dividend 
distributed. Since the banks attach importance to the permanent maintenance ot an 
adequate rate of dividend, it may ix'rhaps be well to pay some attention to a remark made 


by the management of one of the successor institutions : this was that any lurthcr tax 

concession which may be granted as part of the forthcoming lax rctorm will not ncces.sary 
lead to an increase of dividend for 1954. 
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Outside the frontiers of Western Germany many people have noticed with much 
interest that not only have the annual reports of the three successor institutions in each 
group the same external form, but in addition large sections of their texts are identical, 
as was already the case for 1952. Closer examination reveals that they also drew up 
their balance sheets according to the same principles, h'rom this it may be deduced 
that the three successor institutions formed I'rom each of the big banks have not grown 
apart during the years of their existence to date. Nor indeed do they fail constantly to 
emphasise the fact that they belong together ; and in (jerman publications just as in 
other countries it has become common practice to speak of them in each case as members 
of a group, namely the J^eutsche Bank, Dresdner Bank and Commer/bank groups, 'riie 
facts which have been stated as to the course of business are enough to show that the 
banks in each group have followed a uniform business policy. Indeed the dilferences 
which emerge as between the balance sheets are not so much between the individual 
banks as between the three groups. This is chiedy the result of a tradition of many 
decades, which is still alive to-day in each of the successor banks, and which has lost 
nothing of its formative power through the splitting up of the three to form nine. 


♦ 
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Special Features of the West German Central 

Banking System 

By Willi Schmidt 

I N certain respects the slrucuire of the West Cierman Central Bank ditl'ers from the 
organisational pattern lollowed by other large banks of issue. In line with the 
political structure ol West (iermany — which is 1‘ederal in character, with ihc Liinder 
as the chief elements forming the State — the organismion of the Central Banking System 
runs also on lederal lines. Hach West Cierman Land was given a Land Oniral Bank of 
its own, with the Bank deutscher Lander as head of this regional siibsiructure. The 
actual husmers of the Central Bank is conducted by the Land (Central Banks, which arc 
thus the executive organs of C.entral Bank policy ami, in their regions, assume the tasks 
ot a Bankers’ Bank ”, in other words, a reserve bank and a redisctuinting institution for 
all credit institutions domiciled in their respective districts, d'hus the Land C'entral 
Banks are by no means independent banks oi' issue with autonomous powers ; I’nnction” 
ally, despite their independence, they arc coni] ^arable to the branches of the centrally 
directed former Rcichsbank. Since all banking transactions take place only between 
the individual Land Central Banks and the credit institutions, this means that the Land 
Ontral Banks arc obliged to have recourse to the Bank tleutscher Lander — the central 
organ of the System — to linance any withdrawal of deposits, or demand for bank notes, 
in their area. The Land Central Banks can thus be said to attend to the business of 
the bank of issue in its relations with the banks outside the System, although they lio not 
themselves hold the privilege of issuing notes ; the Bank deutscher Liinder, on the other 
hand, wields tlie monopoly as regards the issue of notes, although, normally it i]i)es not 
enter into dealings with the banks outside the System but mainlains intcrutil linancing 
relations with the Land Central Banks, granting them rediscount and similar credits. 
By way of exception, the cash transactions of iJic h’cderal Cnn’ernmeiU and any credits 
to the Federal Government and other central authorities are handled direct tli rough the 
Bank deutscher Lander, with whom the foreign excliangc reserves are likewise con- 
centrated. Actually, these two fields in which the P/.uik deutscher Liinder takes a direct 
hand in central bank business give rise to certain special pn)blcms in connection with the 
liquidity siluution of the Land Central Banks and their need for recourse to the Bank 
deutscher Liinder : with these problems, however, we need not concern ourselves in 
greater detail for the purposes of tliis general outline. 

It goes wi*hoiil saying that within a uniform currency area it is imperative lo follow 
a uniform policy as regards credit and currency. 'Lhis uniformity ol' credit and currency 
policy in the two-level system is ensured by the fact that the l^rcsidcnis of the nine Land 
(Central Banks^ together with the President of the Board of Managers and a full-time 
Chairman (President of thc*Board of Directors) form the policy-making organ of the Bank 

* The President of the Berlin Central Hank attends the meetings of the lioard of Directors as a 
member in an advisory capacity. 
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dcutschcr Lander, the Board of Directors, who arc responsible for the common policy 
in banking matters, 'i'hc President of the Board of Directors and the President of the 
Board of Managers arc elected by the nine Presidents of the Land Central Banks. The 
Board of Managers of the Bank dcutschcr l.andcr is responsible for the management of 
the Bank and the execution of the resolutions adopted by the Board of Directors. Thus 
the body heading the central institution forms two distinct set-ups, one representing 
a policy-making organ which in its composition rellccts the pattern of the sub-structure, 
the other an executive organ. Tliis dualism in the management of the Bank explains 
the dual presidency w-hich outsiders often find hard to understand. 

Bank Di-utscher Lanim^r 


Board of Directors (Policy-making Organ) Board of Managers (Executive Organ) 


President of the Board of Directors 

President of tlic Board of Managers (at the President of the Board of Managers 
same time Vice-President of the Board of 
Directors) 

9 I-and (xntral Bank Presidents Vice-President and 6 further Members 


An internal distribution of power and division of the responsibilities and functions, 
such as w^e find in the institution of the dual presidency, by no means represents a novel 
feature in the history of political and economic organisations. After all, the ancient 
Romans did not fare badly when over many centuries they entrusted the al fairs of the 
state to tw'o Consuls forming a dual instrument of leadership for the state ; it will also 
be remembered that the Spartans for a long time allowed themselves to be governed by 
two Kings*. Although these examples relate to a ditferent level and were certainly 
characterised by different conditions, the principle doubtless remains the same. 

Not infrequently the structure of the West German Central Banking System is 
compared with the organisational plan underlying the Central Banking System in the 
United States. It is thought that the federalistic structure is copied from the American 
precedent. However, such a comparison is permissible only subject to certain limitations 
and can at best be conceded only in respect of certain outward features of organisation : 
while Germany possesses nine Land Central Banks on a regional level, the United States 
has tw^elve E'ederal Reserve Banks with regionally restricted areas of business ; both 
countries possess regional banks exercising the functions of banks of issue, although they 
do not hold any autonomy as regards bank of issue policy. On the other hand, the 
structure of the “ top level ” and the internal process in forming resolutions in the matter 
of credit policy arc basically different. In West Germany the central authority is a 
bank^ whereas the Federal Rcseive Board in America is simply a co-ordinating organ 
without any banking functions. However, the essential difference becomes apparent 
in the modus procedendi in policy-making. In West Germany, owing to the composition 
of the Board of Directors, the regional organisations take an essential part in policy- 

* I am indebted for this point to Dr. Per Jacobsson, Executive Officer (Economic Adviser) of 
the Bank for International Settlements at Basle). 
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making, while in the case of the Federal Reserve System policy-making lakes an entirely 
ditferent direction and is essentially vertical. The membeis of the Board are appointed 
by the President of the United States, i.c., by a central authority. In contrast to the 
Cierman system no representative of the twelve Federal Reserve Banks belongs to the. 
Board. Nor are the Federal Reserve Banks, as in Cjermenv, insiiiiitions of the States ; 
as the name itself indicates, they are federal institutions, and their business is not conlined 
to the area of any one State. The districts of the twelve Federal Reserve Banks cover 
areas forming economic units, without regard to the borders id' the 48 States. 

Some critics look upon the iact that decentralised elements are cinnponents of the 
VC’cst German Bank of Issue System as indicative of a state of affairs calling for revision. 
They therefore advocate a return to t!ie type featuring a central organisation, /.e., to a 
centrally managed Federal Bank with its own dependent branch network. Since the 
West German Bank of Issue stems from legislation laid down by the three western 
Occupying Powers and Allied Law is to be replaced by Cierman Law, as stipulated in 
Article 88 of the Basic Law, llie “ Centralists " look upon the discussion on the re- 
drafting of the Law as providing a welcome pv>ssibiliiy and opportunity of asserting their 
demands. Adherents of the existing type of organisation, on the other hand, point out 
that the principle of decentralised organisation has not only shown itself to be c^d'^able 
of functioning, but under the prevailing circumstances lias actually provcil highly success- 
ful. They add that decentralisation docs not mean that the of the Bank of Issue 

must necessarily be decided in a licccntraliscJ form. 'The fact — considered by the 
opponents of the system to be inconvenicni — that the Land Central Banks arc Icyally 
independent, does not, it is observed, mean that they must necessarily he independent 
as regards Central Bank policies. It is pointed out that the Land Central Banks cannot 
be compared with the multitude of regional banks established in the iiinclecntli century 
and entitled to issue paper money; together with their Central Inslitiiiion, the Bank 
dcutscher T.andcr, they form an organisational unit which operates as such in the matter 
of central bank policy^ as wxll. 'fhe principle of decentralisation w’ould thus be relevant 
only in respect of the process of an internal policy-making procedure ; it concedetl that 
here — in a very limiteil field — decentralisation is indeed a principle vastly superior to any 
other. 

At the time when the Ontral Banking System w'as established* it was quite 
permissible to feel some doubt as to whether the novel and dilfereiii organisational 
structure, which the critics even went so far as to term eccentric, would prove its mettle, 
'fo-day it may be said that probably at the lime the Allied side was not altogether loath 
to incorporate certain elements tending to weaken the structure of the bank of issue. 
These measures adopted on the Allied side were lun ilie only ones to be governed by the 
conception that it was the task of the occupying powers to oppose any excessive concentra- 
tions of power and any form of monopoly in (lermany, wlicrever such tendencies w’cre 
encountered oi imagined. In view of these motives and conceptions it may w'ell be said 
to have been a ruse of reason ” that the structural elements tending to bring about a 
w^cakening, in actual practice produced a contrary effect and even contributed to the 
internal consolidation and strengthening of the system. 

* The Land Central Banks w'ere established during the years 1947-48 ; the final step was the 

institution of the Bank dcutscher Liindcr in 1948, a few months before the Monetary Reform. 
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Readers in Great Britain may possibly be interested at this point to learn the practical 
and non-emotional arguments which the protagonists of the decentralised system advance 
in siibsuintiation of their views. Now that the system has proved its worth over a period 
of six years those in fiwour of it do not have to rely on general theoretical considerations, 
but are quite able to found their judgment on experience and on intimate knowledge of 
the I rue functioning of the system. Between the “ Centralists ” and the “ Dcccntralists ” 
— if I may be permitted for the sake of brevity to employ these terms — there exists no 
dilfercncc of opinion as to the fact that in the interests of protection of the manipulated 
currency a maximum of indcpcnckiicc for the bank of issue is desirable. If this is allowed, 
the dcccntralists believe that the very decentralised composition of the policy-making 
organ, /.e., the Board of Directors, offers the best guarantee for the maintenance of 
independence. According to this conception it is not enough wath great emphasis to 
proclaim independence in the law^ governing the bank of issue. Rather must the decisive 
element be seen in the hict that ijistitutional guarantees for the maintenance of such 
independence are created. Herr Blleiderer. a staunch slipj'jorter of the principle of 
decentralised organisation, has exj^rcssed this notion in very fitting terms as follows^ : 
“ . . . Surely nobody wall be prepared to believe that a bank of issue w hose directors arc 
appointed by the f ederal Government — which is, of course, a central authority and at 
the same time the central bank’s greatest potential borrower — can possess a greater degree 
of independence than an institution W'hose board is appointed by a number of different 
authorities. On the contrary : the principle of two-level organisation is, without doubt, 
the strongest insiitutional guarantee which can be conceived for the independence of a 
bank of issue.” 

In a world in wiiich the currency has become a matter of public interest of over- 
riding and supreme importance, a true res pnhlicuy the Central Banking System can 
naturally not hope to reach a status in some w ay reminiscent of that of the Roman C^atholic 
Church, which is in a position to select all personnel and make every nomination, includ- 
ing the election of the Pope, without being subjected to any outside influence. No 
modern central banking system can ever keep entirely aloof from political infiucnces 
and state intervention. To demand still greater freedom would surely be unrealistic. 
As long as a- large number of nominating authorities — under the present-day Central 
Banking System these are the Lander Governments, wiiich appoint the Presidents of 
the I, and Central Banks — participate in the composition of the policy-making body, there 
definitely exists a certain protection against any attempts at exercising unilateral and 
centrally directed infiucnces. The process of policy-making on so wide and decentralised 
a foundation ensures the proper balance of political and economic forces ; conflicting 
views and powers seem to retain better equilibrium in the decentralised system. This 
inherent and institutionally guaranteed equilibrium imparls to central bank policy a 
measure of* stability, so that fluctuations in the political development, w^hether at federal 
or at state level, do not make themselves felt as an element of disturbance m the policy 
of the bank of issue. The legal in'^k'pcndencc of the Land Central Banks must not be 
construed as a scheme in the direction of fedcralistic autonomy, but as a form of organisa- 
tional technique by which the overpowering influence of political authorities is curbed. 

* Cf. Otto PHcidcrcr “ Einstufige odcr zwcisiufigc Notenbank ? ”, Industrie-und Ilandclsblatt, 

Nachrichtenblatt der Industrie-wid HandeUkammer Stuttgart, 1953, No. 10. 
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There is yet another aspect, under which the system whereby the activities of the 
central bank arc directed by a fcderalistic organ has shown itself to be a sound organisa- 
tional principle. Within such a system it is easier to form and maintain a body in which 
the responsible members meet as policy-making colleagues as opposed to the admini- 
strating executives in a centrally governed bank of issue. Since all members of the 
Central Hank board have a status of factual and legal equality, any preponderance on 
the part of individual persons or groups is e.v inslitutioiic prevented. One might say 
that thus the dispersion of power forestalls any authoritarian abuse of power, without 
leading to the annihilation of power. A great deal of abstract thought can be devoted 
to this aspect of the problem, but in view of the limited space available I feel I must 
limit myself to these brief indications. 

On the other hand 1 believe it is necessary to deal with one more objection which 
the opponents of a decentralised system frequently advance in impressive form ; and 
indeed it seems only fair to allow the opposition to put forward their main argument. 
The Land C.entral Banks have been, and arc still being, reproached with wielding in 
a non-uniform manner a credit policy which \\as uniformly resolved, and indeed with 
having in serious cases disregarded the instructions of the Board of Directors which 
ought to be binding upon them. Thus Herr Preusker — who is at present the Federal 
Minister for Housing Construction and the spokesman of the (Centralists — takes the line 
that only the one-level system would be able to ensure absolute conformity and uniformity 
of all decisions in the held of economic, credit and currency policies, and that only a 
centralistically organised bank of issue would be able to guarantee the automatic unity ol‘ 
currency and central bank policy within the Federal area by uniform standards and rules. 
'Phis line of argument, which can be extended ad lib, by similar examples and claims, 
w^ould seem to overlook the fact that the existing system de facto and dc jure, forms an 
organisational unit, and operates as such in the field of central bank policy. 'I'hc 
necessary latitude of diseretion which the Land Central Banks must be granted in handling 
their own banking business is not tantamount to authoritarianism, or even arbitrariness, 
in shaping credit policies, and to overall autonomy. The main point is that the regional 
substructure is not allowed any latitude of discretion in matters of principle. In (jermany 
the granting of rediscount or similar credits to the credit institutions forms the foundation 
of all banking activities carried out by the Central Banking System, d'he volume of central 
bank money adequate to the prevailing situation is thus not created by global and 
anonymous operations carried out by the bank ol' issue on the money market, but by 
granting or denying rediscount and similar credits, 'flic granting of such facilities, 
however, will always retain an indiviciual touch, so tiiat discretional decisions relating 
to the individual transaction arc inevitable ; it would be impossible for a central brain 
to take such decisions, and actually this was never central I\ done in the old Rcichshank 
system. Moreover, in complaining about lack of uniformity in the handling and exercise 
of credit policy one must be careful not to overlook tlie fact that the regional differences 
characterising the economic structure frequently provide obstacles in the way of a 
standardised enforcement of credit policy. Difllculties of this nature do not spring from 
the subjective attitude of the I.and ("cntral Banks but from the objective circumstances ; 
and in any case these difficulties arc not in the nature of a disaster as long as the credit 
policy in its overall concept maintains a firm and unyielding attitude. 



128 


SPIiCIAL FEATURES OF THE WEST GERMAN CENTRAL BANKING SYSTEM 


Finally, it might be as well to discuss a certain characteristic of the two-level system 
which frequently seems to mislead outsiders as to the functioning of the system and the 
internal “ re-financing ” relations between the Bank dcutschcr Lander and the Land 
Central Banks. For its rediscount credits and advances on security extended to the 
Land Central Banks, the Bank dcutschcr I.andcr fixes special rates of interest known as 
internal discount and advance rates. Thus at present the official discount rate for business 
transactions between the I.and Central Banks and the banks outside the Central Banking 
System is fixed at 3 per cent., wffiile the rate for advances on security is 4 per cent. ; 
internal transactions between the I.and C.cniral Banks and the Bank deutscher Lander, 
on the other hand, arc subject to a rate of \ per cent, for discount and a rate of 1 per 
cent, for advances on security. In theory, the internal interest rates arc just as flexible 
as the official bank rate, although in actual practice they arc changed much less often. 
The I-and Central Banks are furthermore obliged to maintain minimum reserves with 
the Bank dcutschcr Lander. 'The fixing of internal interest rates and the requirement 
of an internal minimum reserve obligation apparently, especially to outsiders, seem to 
indicate that the two-level organisational system somehow or other involves a credit 
policy likewise applied on two levels; in other words, that at the top level the Bank 
dcutschcr Lander controls the “ re- financing ” credit extended to the Land Central 
Banks by varying the interest and minimum reserve rates, so that on tlic lower level the 
Land Central Banks arc obliged to adapt their attitude in matters of credit policy to the 
rediscount and advance facilities accorded to them by the Bank deutscher Lander. 
Although it is possible that the founders of the dect'ntralised system originally may have 
had some such notion of a two-Ievcl function, this possibilitj% which theoretically exists, 
is never applied in actual practice. Within the system v/clded together into a functional 
and organisational unit there is no need in internal relations, that is to say on the level 
between the Land Central Banks and the Bank deutscher Lander, to resort to the tradi- 
tional instruments of central bank policy in controlling the behaviour of the J.and Central 
Bimks in matters of credit policy, 'fliis policy is determined by the Board of Directors 
as an administrative issue, binding u]:>on and uniform for all Land Central Banks. To the 
extent that the granting of rediscount and similar credits to the banks outside the (Central 
Banking System necessitates intcnial recourse to the Bank dcutschcr I.iinder, such 
internal assistance by the Bank deutscher liinder is automatically at the disposal of the 
I.and Central Banks. Recourse to the Bank dcutschcr Lander must be looked upon in 
the light of a book-keeping process devoid of any significance in terms of credit policy. 
The internal charging of interest and the internal minimum reserve liability thus merely 
determine the distribution of' the gross profits within the System. Assuming that the 
internal discount rate were increased (or reduced), the Bank deutscher Lander would 
receive a larger (smaller) share of the gross discount proceeds of those securities which 
were handed over to it for internal rediscounting, and the Land Central Banks conversely 
less (more). Assuming, furthermore, that the minimum reserve rate were increased, 
the Land Central Banks would be compelled pro ianto to transfer interest-bearing assets 
to the Bank deutscher Lander ; in the same proportion the profits of the Land Central 
Banks would revert to the Bank dcutschcr J^ander. Since the profit situation of the 
Land Central Banks for a number of reasons has become subjected to greater pressure 
than the earnings of the Bank deutscher Lander, the minimum reserve rate for the I.and 
Central Banks for quite some time has been fixed at the lowest level permissible under 
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the law. The discount rate, too, is extremely low. It is by no means impossible that 
in the forthcoming Federal Bank Law — provided it were to retain the two-lcvel structure 
— the internal minimum reserve requirement for the Land Central Banks will be done 
away with, such profit compensation as might be necessary being brought about in some 
other manner. 

A certain group of ccntralistically inclined legal experts take the view that the Basic 
Law categorically demands the establishment or reorganisation of a centrally directed 
Federal Bank of Issue (Art, 88, Basic Law^). Other experts of high repute oppose this 
view with great determination, stating that they fail to discern in the written Constitution 
of the Federal Republic any indication specifying some particular type of organisation. 
Quite possibly this dispute will one day be heard before the supreme Cierman Court, 
the Federal Constitution Court, ft is impossible to foretell how the ('oiirt is likely to 
decide in this delicate case. Supposing a decision were returned in favour of the 
“ centralisis ”, the Followers of the principle of decentralised organisation would naturally 
abide by such a decision on the part of the supreme German court. Their foremost task 
in the redrafting of the law would, however, then be concerned wath elaborating, based 
on their ideals and experiences, practicable suggestions for a system designed to avoid 
any exaggeration of centralisation and to retain a certain degree of decentralisation. After 
all, it is quite possible to imagine an organisational structure which, while reverting to 
the Ic^al unity of the (Central Bank System, yet retains a certain measure of decentralisa- 
tion. Not only for the bank of issue but indeed in many other lields of public life 
decentralisation has shown itself to be an extremely beneficial organisatitmal and political 
principle, and on : which certainly comes closer to the values of our liberal world and 
allows them greater latitude than docs centralisation, which is so often mechanistic. 
It would indeed be difficult to sec why a conception which bus proved its worth should be 
sacrificed on the altar of rigid dogmatism. 


Western Germany’s Capital Market still 

Lagging 

By Volkmar Muthesius 

Fditor of the Zeitschrijt fiir das gcsu?fiti: KrLdit:ccsc}i 

W FiSTERN Germany has the reputation of having largely succeeded in intro- 
ducing freedom of competition into its economy. Professor Ludwig Erhard, 
the Federal Minister for Economic Atlairs, who likes to call himself the 
“ singer of freedom ” is regarded in the eyes of the world as the defender of tlie 
characteristically German new. liberalism created by Federal Gemiany. And, indeed, 
scarcely anybody in the whole world dares to doubt that the Germans have aclucvcd 
peak results, so to speak, by free competition in enterprise ; but at the same time it is 
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frequently overlooked that there are parts of the Western Germany economy where, 
by and large, free competition docs not always apply. These parts hold a key position 
in the economic life and, when not subject to the “ push-pull ” of the market, will 
continue to have an “ infectious ” effect on adjacent parts of the economy. This is 
especially true of the capital market which will now be briefly dealt with. 

First of all, it must be mentioned that it is no longer appropriate to speak of an 
absence of capital accumulation. On the contrary : if one considers what shocks savers 
in Germany have sulTered since the first world war, then the revival of the wish to save 
which could be seen after the effect of the currency reform of 1948 had been overcome, 
can only be described as one of the greatest surprises in the economic life of Western 
Germany. The so-called account-saving, the accumulation of cash in form of saving 
deposits has increased to an unexpected extent; and the figures, which exceed the pre- 
war totals, have initiated considerable discussions as to what extent this form of capital 
accumulation can nowadays still be regarded as genuine fixed investment The academic 
and economic-political discussions lead more and more to the undoubtedly important 
and interesting question as to whether saving deposits are money or money capital, in 
other words, to what extent they are representing, say, a modern kind of “ hot money”. 
But whatever one’s opinion may be about this dispute — which is not only terminologically 
significant — saving deposits in Western Germany arc for the time being continuing to 
increase considerably. In 1952 there was a net increase of DM 2,400 million, in 195.3 
a surplus of more than DM 3,800 million and, taking the montlily average, this curve 
is still pursuing an upward course. The total, which at present (end of April) amounts 
to DM 13,500 million, will, if the present development continues until the end of the 
year, increase to at least DM 15,000 million, thereby reaching an amount of about 
DM 300 per head of the population. In other words : the population of Western 
Germany has rebuilt 65 per cent, of its pre-war saving deposits in the course of only six 
years wdiich have elapsed since the currency reform. 

The development of savings by means of insurances, that is to say, through policies 
of private life assurances, has been and continues to be favourable. Here are a few of 
the most important figures : in tlie last pre-war year the amount of policies — the total 
sum of all contracts of individual life assurances — amounted to just over 30,000 million 
of the old Reichsmark. After the extensive destruction of balances by inflation and currency 
reform, a total sum of policies of about DM 25,000 million has been rebuilt, and the 
yearly inflow of premiums of free contract life assurances amounts already now to 
considerably more than DM 1,000 million ; it must also be taken into account that this 
form of saving and capital formation is in addition to social insurance — which is 
obligatory and has been greatly developed in Germany — the yearly contributions of 
which total about DM 5,000 ndllion. 

Besides this satisfactory development, there is, how^ever, one field in which the 
return to normal could not take place so quickly. And even to-day one cannot yet 
speak of a normal situation. This is the capital market in its narrower sense, that is 
to say, the accumulation of capital as expressed in stocks and shares. This has obviously 
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lagged behind in the general freeing of the economic sphere. And in spite of the purely 
quantitative improvement, this progress proves, when analysed more closely, to a large 
extent rather problematical. 

Let us first of all look at the turnover of fixed-interest bearing securities. The 
following table show's the development since the currency reform of 1948 : 

Monthly Average of T urnover of Securiites in Western Germany 

(in r>M million) 
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Looked at superficially these ligures show’ a great improvement since 195 3. fhe 
turnover of securities comes closer to the ligures of the twenties w hen slock markets 
w^ere booming. However, ihc structure of this turnover is now’ obviously quite different 
from what it was then, and the success of issues is due to a much lesser extent than 
previously to buying by actual savers, that is to sa\% by private indix iduals. 

Before we turn to the reasons which are responsible for this state of affairs, we must 
make some remarks regarding the reason w hy the issue of fixed-interest bearing securities 
could be starred again only much later than savings in the form of deposits and ot 
insurances. The most important reason is probably that in Western Germany for many 
years alter the currency reform, there was a certain tendency to lorget the economic 
laws regarding the interest rate. One was inclined to overlook the bitter truth that a 
country lacking capital could not start rebuilding other than by offering a relatively high 
rate of interest. In the case of the standard security of the Cjcrman stock markets, the 
mortgage-bonds, it w’as also thought necessary" at the outset to link the interest rate on 
these bonds to the yield from housing wiiicb was then completely administered by public 
authorities. The rale of interest for mortgages w'as therefore fixed at 5 per cent. I'his 
rate of interest proved, however, to be an error and was unsuccessful. These bonds could 
rarely find buyers. And this was probably the essential reason for the failure of the 
security markets until 1952. If the social insurance institutions (Soziaircrsichcrwjgs- 
ansialtcn) and the Ministers of Finance of the I.ands had not directed a great part of the 
money which they decided to ijse for housing to the mortgage banks, tliese could scarcely 
have sold any of their bonds. And the origin of this money is by no means due to private 
accumulation of capital in its traditional sense. 
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A change only occurred when on the eve of 1952-53 a so-called law for promoting 
the capital market (Kapitalmtirktfdrdernngsf^esetc:) was decided upon by the Bimdesrag^ 
by which mortgage bonds with a relatively low interest were freed from paying income 
tax on their yield in so far as the counterpart of these mortgage bonds were used for the 
social aim of building state-aided houses ; the same applied at first to loans of public 
authorities as well. Other fixed-interest bearing securities were also taken out of the 
general income rax rate grou ]''3 but these were then taxed with a special coupon tax of 
30 per cent. 'I'he effect of this tax law was to bring about a considerable increase in the 
sale of fixcd-in! crest bearing securities — see our table above. Thus the market was 
split into two gnnips, each working on its own yield basis. Tax-free securities yield 
an income ol'a little more than 5 per cent. ; the issuer of a security on which tbe yield 
has to bear the coupon tax of 30 per cent, (such as industrial bonds'), must offer to the 
subscriber 71 to 8 per cent, if the borrower wants to compete wath a tax-free security. 
In other w'ords, the existence of a tax-free bond has the effect that the interest rate 
especially for indivitlual entrepreneurs in industry who need capital is kept on a level 
which in the long run is probably too high. A perceprible reduction of the rate of 
interest would probably have taken place if this particular method of taxation had not 
impeded tlie reduction of interest rate which would inevitably hM\c tak<ai place as the 
result of an increasing supply of capital. 

On the other hand, this system lias had a similarly undesirable eifcct cn the structure 
of the market with regard to the buyers of securities, 'fhe sliare of private savers in the 
turnover of securities is rather small ; and in addition to public aulhorities, banks and 
the large industrial concerns now' take a dominating place. 'These large investors acquire 
fixed-interest bearing bonds mainly for tax purposes, and sometimes even take btmk 
advances for this purpose, because interest being considered as a cost reduces their lax 
burden, whils’ the yield cn secuntics which these buyers acquire is tax-free. One cannot, 
therefore, imagine that new^ issues have found a perinancni home. 

All these distortions can only be overcome when the yield of fixed-interest bearing 
securities freely follow's the laws of s\ip[)ly cUid demand, at the same time abolishing all 
interference by the State, particularly those derived IVom tax concessions. 

As contrasted with the purely quantitatively favourable development of' issues of 
fixed-interest bearing securities, the share market shows a mucJi more mif ivourabic picture. 
Issues in their real sense Jiru c scarcely lal^cn place ; tlie figures given in our table refer 
almost exclusively to processes of ca]'>italising within concerns and in these processes the 
open market has not been touched. In view of the still existing tax burden, money 
raised by issues of new shares for joint-stock companies is the most expensive money 
imaginable. In order to be able to distribute a dividend of 8 per cent., the new capital 
must yield a gross income of almost 30 per cent. This is the most important reason why 
industry in Western Germany has not yet been able to use the issue cf shares as means of 
obtaining new capital. It is hoped that the lax reform, at present in preparation, will 
improve matters so that industry can again finance itself by issuing shares. In fact, 
quite a few joint-stock companies urgently need a widening of their own capital structure, 
as the financing has quite often to be done by a considerable borrowing from banks as a 
substitute for investment capital. In the interest of financial stability, this situation calls 
for an immediate reform. 
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Recent Legal Decisions of Interest to Bankers 

By C. B. Drover 

SALE OF GOODS— TIME TOR ISSUING BANK GUARAN TEE 

Sinason-Teacher Grain c:ouporation v. Oilcakes and Oilseeds Trading 

Co . Ltd. 

(1954 : 2 All E.R. 497 ; 1 W.L.R. 935) 

By a contract made on August 11, 1952, Sinason-Teachcr Grain Corporation, a 
New York company agreed to sell, and Oilcakes and Oilsecus Trading C]o. Ltd. of 
London agreed to buy about 9,500 tons of (Canadian feed barley c.i.f. certain European 
ports for shipment during October November, 1952. The payment clause of tlic 
contract provided as follows : — 

‘‘ Net cash against documents on first presentation in I.ondon. The buyers 
will give the sellers through their London bank the guarantee that the documents 
will be taken up on lirst presentation.” 

About the beginning of September, the sellers started to call for the guarantee, 
and iinally required this to be provided by September 9, though nothing had been 
stated in the contract as to the date by which the guarantee had to be provided, and 
nothing was agreed by the buyers on this point. On September 9, Ilambros Bank 
cabled the sellers stating that the buyers had instructed them to issue a guarantee in 
respect of the purchase, subject to Bank of England approval, and that details would 
be cabled as soon as possible. Bank of England approval was obtained on the same 
day and on the following day I lambros Bank cabled a form of letter of credit substantially 
in the terms of the guarantee required by the sellers, e.xcept in so far as insurance was 
concerned. Also on September 10, the sellers sent a cable to the binders stating that as 
Ilambros Bank’s cable of September 9 

” did not contain payment guarantee therefore our deadline given for supplying 
performance guarantee expired without performance and we cancel deal last night.” 
The buyers declined to accept cancellation, and ultimately, after further exchanges of 
cables, formally submitted the dispute to arbitration i^in accordance with the renns of 
the contract) on September 16. 

d'ho arbitrators found that the sellers were in default on the ground that the 
obligation of the buyers was restricted to providing a bank guarantee w ithin a reasonable 
time before October 1, 1952, and that such reasonable time had not arri\'ed by September 
10, 1952. 

On appeal to the court by way of case stated, it wtis held by Devlin, J., that the 
bank guarantee which was required was not a guarantee for the performance of the 
contract generally, but was merely a guarantee to the elfect that the documents would 
be taken up and paid for on lirst presentation, and that conuncrcially speaking such a 
guarantee should be treated as if it were a confirmed irrevocable letter of credit. 
Accordingly, the buyers need not furnish the bank guarantee until a reasonable time 
before it w'ould be needed, that is to say a reasonable time before the earliest shipment 
date (i.c. October 1) (shipment being the event immediately leading up to tlae presentation 
of the documents), and a reasonable time had not arrived by September 10. 
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This case recalls the case of Pavia & Co.y S.P.A. v. Thurmann-Nielsen [(1952) 1 All 
E.R. 492] where groundnuts were sold for delivery in February/ March /April, 1949 
and payment was to be by means of a confirmed credit. The buyers did not open the 
credit until April 22 and it was held that the buyers should have opened the credit by 
the first day of the shipment period whether or not they had reason to believe that the 
sellers were ready to commence shipping, and that the buyers were liable in damages 
accordingly. 

In the present case, the contract did not require the buyers to open a credit, but it 
required them to give “ through their London bank the guarantee that the documents 
would be taken up on first presentation.” The buyers contended that a bank guarantee 
of this nature should be treated as a confirmed letter of credit, and that their obligation 
to provide such a guarantee should be measured, in so far as the time of provision was 
concerned, by the same principles as were applicable to a letter of credit. They there- 
fore contended, following the Pavia case, that their only duty in relation to the time of 
providing the guarantee, was to make sure that it was available by October 1 . Alterna- 
tively they contended that their obligation in this respect was to ensure that the guarantee 
was made available a reasonable time before October i, and that such reasonable time 
had not arrived by September 10. 

The judge found in favour of the buyers on the second of these alternatives, and it 
was not therefore necessary for him to consider the first one. It w^as, however, necessary 
for him to consider what length of time was reasonable because both parties agreed that 
as no time for providing tltc guarantee had been stipulated in the contract, it must be 
provided within a reasonable time, and on this basis, the question to be answered was : 
How is a reasonable lime to be measured ? The sellers took the view that it was the 
buyers’ duty to provide the guarantee as soon as was reasonably possible after the 
contract had been made. The buyers, on the other hand contended tliat they had 
fulfilled their obligations if they provided the guarantee a reasonable time before the 
earliest time that it could possibly be required by the sellers. It was this contention 
that the judge adopted. 

In this respect, the purpose of the guarantee was a relevant consideration. If the 
guarantee was intended to guarantee the performance of the contract generally, then no 
doubt it ought to be furnished very shortly after the date of the contract. If, on the 
other hand, the guarantee was merely intended to cover one aspect of the contract, c.g., 
the due payment of die documents on presentation, it need only be furnished a reasonable 
time before the event which it covered was due to take place. 

The judge reached the conclusion that the guarantee was not a performance guarantee 
but was merely a limited guarantee. He then went on to say (2 All E.R. at p. 501) : — 

“ Counsel for the sellers submits, and I have no doubt that he is right that, 
as a matter of law, a bank guarantee is not the same as a letter of credit. Under 
a letter of credit the bank itself actually undertakes to pay against documents wliich 
are to be presented to it If it is a confirmed irrevocable letter of credit, it creates 
a direct relationship between the bank and die seller, and the bank becomes directly 
liable to the seller for the fulfilment of the obligations which it has undertaken in 
the letter of credit. In a bank guarantee, looked at from the legal point of view, 
the bank becomes liable only indirectly or secondarily as a guarantor if the buyer 
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fails to fulfil his obligation. The contract does not provide for the documents 
being presented to the bank ; it provides for the bank’s guarantee that the documents 
will be taken up on first presentation. I think that those distinctions are perfectly 
true, but commercially speaking, it seems to me that the two documents should be 
treated in the same way, and what is a reasonable time for tendering the documents 
is a question of fact to be measured in the light of commercial considerations and 
what the conuncrcial purpose of the contract is. A confirmed irrevocable letter 
of credit fulfils all the purposes of a hank guarantee, and far more than a bank 
guarantee, but I think that a bank guarantee is sufficiently analogous to a letter of 
credit for it to be said that the same sort of principles ought to be applied in 
measuring the time.” 

Having reached the conclusion that the guarantee was not a performance guarantee 
but was merely a limited guarantee, it followed that the time for tendering the guarantee 
had to be measured in relation to the event guaranteed and not from the fact that the 
contract had been entered into. 

vSo called “ letters of guarantee ” are becoming more commonly used by banks, and 
the present case is interesting in that it sheds a little light (though only a very little) on 
the legal effect of these documents. The sort of thing that one gets is this. A Ltd. 
contracts to build a distillery for B Ltd. and it is a term of the contract that B Ltd. 
will furnish A Ltd. with a bank guarantee to the effect that die bank will pay A Ltd, 
the final instalment of the purchase price of £500,000 as soon as the distillery is 
producing spirit of a specified quality. Strictly speaking diis is not so much a guarantee 
as a letter of' credit or a letter of undertaking. A guarantee implies that the guiuantor 
will pay if die principal debtor does not, and that before resorting to the guarantor 
the creditor will resort to the principal debtor. On the other hand, with the type of 
document described above, it is generally understood by all concerned that wlicn the 
time for I'jayment arrives, it is the biuik to whom application for payment would be made 
in the first instance, and not B Ltd. 

x\gain, so called Idlers of guarantee ” are issued instead of letters of credit where 
payment is only to be made (*/) against the dcliver\" of specified documents, anJ {h) after 
the occurrence of a specified event. For example, a letter of guarantee might be issued 
providing for the payment of jCl,000 to the beneficiary against delivery of shipping 
documents, and upon arrival of the carrying steamer at its port of destination. 

It is submitted that documents of these tyi^es, and especially those of the latter 
class, are analogous to letters of credit, and that in mimy respects the rules relating to 
letters of credit would apply. F'or example, it is quite clear that the issuing bank would 
not be entitled to debit its customer with payments made under such letters of 
guarantee, unless the conditions prescribed in them had been strictly fulfilled. And 
this feature gives rise to a consideration of paramount importance when drafting such 
letters of guarantee. 

It is of the very greatest importance tliat the conditions of payment in the letter of 
guarantee should be so framed that the issuing bank can be quite certain whether or not 
tliey have been fulfilled. 

Let us, for example, take.tlic first case mentioned above, where the bank had given 
a letter of guarantee to pay A Ltd. £500,000 as soon as the distillery was producing 
spirit of a specified quality. The bank receives a demand from A Ltd. for £500,000 
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accompanied by a statement by A Ltd. that the condition in the letter of guarantee has 
been fulfilled. 'Fhe letter of guarantee docs not provide what evidence the bank may 
accept that the distillery is producing spirit of the required quality, and the only practical 
way in which the bank can be absolutely certain that the correct spirit is being produced, 
is by asking its customer B Ltd. Supposing B Ltd. does not w^ant payment to be made 
to A Ltd. for some reason, and either declines to answer tlie bank’s enquiry or wrongly 
states that the spirit produced is not of the specified quality. 'Fhe bank is left in an 
extremely embarrassing position. It is faced with an importunate and probably irate 
beneficiary, yet payment cannot safely be made untler the letter of guarantee. The 
bank’s credit may suffer and there is always the risk of a law-suit at the instance of the 
beneficiary. 

To avoid a situation of this nature arising, it is very advisable to express tlie condition 
in such a way tliat there cannot he any doubt whether or not it has been fulfilled. For 
example, in the above-mentioned case, all embarrassment from the bank’s point of view 
would have been obviated if the bank had undertaken to pay ^(^500,000 on receipt of a 
certificate signed by X (who could be some independent third parly) to the effect that 
the distillery w’as producing spirit of the required quality. The certificate would then 
be a conclusive document. If it was forthcoming the bank would have to pay ; if it 
was not available the bank would be prohibited from paying. 'Flic bank would know 
exactly where it stood and so would the other parties to the transaction. 

Similarly, in die other exiunple mentioned above, it would be belter to provide 
that the money should become payable under the letter of guarantee upon receipt by 
tlie bank of a letter from the shipowner stating tliat the ship had arrived at its destination 
than to state merely that the money would be paid on arrival of the n csscI. It is always 
possible for an argument to arise as to whether or not a ship has arrived, and it is naturally 
more satisfactory to lake contingencies upon w^hich money becomes pat'able outside the 
realms of argument. 


Better Cheques — Some Suggestions 

By E. F. Godwin 

H ICrllLR wages are bringing more and more customers into the banks, liach 
newcomer needs help and guidance with even the simplest transactions, in 
order to give him confidence, and it is not enough to issue booklets for this 
purpose. Advice on tlic way to draw cheques must be at hand when and where it is 
needed, that is, witliin the cheque book itself. The appropriate place is on the inside 
front cover, for it is here that the customer will look w hen he is about to write his first 
cheque. 

It would 1)0 useful for the newcomer to banking to find here a facsimile cheque^ 
just like the one he is about to use, properly filled in as a specimen, and with simple 
explanations he can follow from the outset. Space will not allow a full set of instructions 
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to appear on the same page as the facsimile cheque, but attention might be drawn to the 
place where they arc to be found, say on the back inside cover. 

I'hc facsimile might take this form ; 



'fhe notes would, of course, include advice designed to avoid those mistakes which 
arc commonly made by customers, in this way : 


NOTES ON MAKING OIJ'V CHEQUES. 

1. Date : See that this is correct. If by mistake the cheque is made to appear out 
of date, or to be dated ahead, the bank would refuse payment. 

2. Payee. Re careful to spell the name correctly. If cashing U) yourself enter 
“ Sell'” and then write your signature on the back, as an endorsement, after 
you have completed the face of the cheque. 

3. Awoiuit. Write in words plainh% leave no spaces for unauthorised insertions or 
alterations, and see tliat the sum tallies with the figures, which should be shown 
clearly . 

4. Sii^mitiirc. Sign at the lower right-hand space, and always use llie same form 
as that given to the bank wlicn the account was opened. If \ou change the 
style of your signattire \ou should give the bank a new specimen. 

5. Aheralions. Alterations should be avoided, but where they are unavoidable 
cross out what is wrong, add the correct version above, and con linn this with 
your initiuis written alongside each alteration. 

The customer, having been shown how' to use his cheques, miglit very well w'onder 
why they bear such an odd appearance. 'I'he present form of lay-out is a commendable 
attempt at uniformity in design, but it is not by any means perfect, 'fiic worst defect 
is the empty space which has been allowed to remain ut the lower left. 'I'he clfcct of 
this gap is to tempt customers into signing more to the left than is expected. Rad habits 
of this kind spread rapidly, and it may not be long before the object ot having the amount 
on the right is defeated by signatures on the left. 

Some means must be found to guide signatures hrmly to the right. This might be 
done by dotted lines, wliich attract signatures, but by far the better w'ay w^ould be to 
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eliminate the gap. That can be done only by making use of it for some other purpose. 
The gap could be used, for instance, to house a framed set of reminders in this style : 


TO ENSURE PAYMENT : 

Follow specimen and notes. 
Sign clearly. 

Make sure you have funds to 

cover. 


But this might run the risk of overdoing advice, and there might be a belter way to close 
the gap. First of all, let us sec what is there already, before we consider introducing 
anything else. 

'fhe essentials of cheque design, apart from the spaces which the customer must 
complete, arc the name and address of the paying banker, and a serial number to give the 
individual cheque a separate and certain identity. 'Fhc certainty of the serial number 
is no longer valid, since numbers arc repeated over and over again in the course of the 
years, but in practice the number does suHice for its original purpose. Nowadays, part 
of this number is being made to serve as a substitute for the payee’s name, thus giving 
the one number a dual role. 

Some years ago the growth in the use of cheques forced attention to the problem of 
sorting — and missorting. The result was the introduction of national numbers, which 
may have contributed something to faster sorting but entirely failed to reduce the number 
of missorts. 1^'or sorting purposes nation;*.! numbers have been superseded, and are 
therefore redundant. I'hcy arc, however, used as an identity code in waste sheets, and it 
is fair to ask whether they arc really a successful substitute for names. Outside London 
the numbers consist of live figures, too many to be rcadata glance w'it.h consistent accuracy, 
and it is a safe assumption that bank records arc liberally sprinkled w^ith false information. 
It only needs one digit mistyped in the speed of machine w^ork for the true identity of 
the number to be lost. Daily mistakes of this kind may be few, but they arc inseparable 
from the system, w^hich is thereby suspect. It serves no worth-wdiile purpose for banks 
to cling to obsolete ideas, and it is time that national numbers w^crc scrapped. 

Rut what is to be put in their place as identity code ? Any other combination of 
numbers, or of letters and numbers, which bear no obvious relationship to the name, 
w^ould be subject to the same risks of mistyping and lost identity as are national numbers. 
Any symbols w^hich arc not recognisable as ‘ belonging ’ to the branch concerned, demand 
an excess of concentration in their transfer to paper, imd this degree of concentration 
docs not ahvays go with speed. There is a psychological aspect to this, and it should be 
borne in mind. It might be the best solution to go back to the old form of abbreviations, 
w'hich could always be read however amateur they might be. 'Fhe bank name, recognised 
more by the colour than tlte name, w^as represented by the initial letter. The only 
risk of error came from colour variations permitted for special cheques, and this is 
something that the banks could easily remedy. Individual ingenuity made sure of good 
shorthand to represent the branch, and the mistyping of one letter did not prevent 
identification. 
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It would, of course, be better to standardise these abbreviations, and to show the 
approved form on the cheque itself. For example, Lloyds, Colmore P^ow, Birmingham, 
might be shown as L — CROW, and I.loyds, New Street, Birmingham, as L — NEWS. 
Abbreviations embody no guarantee that they will not be mistyped, but if mistakes do 
occur they may be recognisable as such on sight, or there wil^ at least be some chance of 
tracing the error. This is a great improvement on national numbers. 

The failure of national numbers to prevent missorts led to the invention of another 
method, which is now in general use. Unlike national numbers, sorting numbers are 
not to he found in one position and presenting the same appearance. Each bank has 
its own ideas on the subject, and the numbers take various forms and are printed in 
various places. What is consistent about them goes to the root of the system. Each 
number is capable of division into two parts, thus : 32 — 0. The first part represents a 
group of branches, and the same number is common to all branches in the group. The 
second part represents the individual branch, and each branch of a group has its own 
separate number. Sorting is done by two stages, one for each part. By breaking down 
sorting in this way, the work is more manageable, is faster, and as nearly free from 
missorts as any human system has a right to be. 

'I'hough the system docs achieve speed and accuracy, success depends on sight 
reading for rapidity. It is very strange, therefore, that the sorting numbers arc printed 
in a crowded part of the cheque, and the characters arc fairly small. It would be much 
clearer to print the numbers larger, and to transfer them to the gap which has to be 
closed, so lidying-up the cheque in the process. 

'fhe use of sorting numbers to close the gap would give pleiily of room to show a 
different kind of symbol. An improvement on the existing combinations of* numbers 
would be a number within a distinctive frame. Sorters would recognise llic two com- 
ponent parts of this design just that split-second faster to make the change worth while. 
Ific use of ditfcrcni frames would give banks the opportunity to bring back some of 
those pleasing heraldic devices of the private banks wliich at one time adorned our 
cheques. Every bank has enough of these devices for its own use as the first half of 
the sorting symbol. Here is a sample : 



This could be printed as shown, or as a black shape \\'ith white figures inset, or as a shape 
in deep cheque colour with either black or white figures inset. 'The choice would be 
determined by the form which appeared most prominent and carried least risk of 
obliteration by crossing stamps. 

This suggestion points the way to the proper function for the gap. It must be the 
code corner. Here is the place for any essential code devices, printed boldly to fill the 
space. I'wo only arc needed now. First, the branch abbreviation ; second, the sorting 
symbol. With the symbol printed so that it just touches the crossing, signatures would 
be most tactfully forced to the right, and the appearance of cheques considerably 
improved. 
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Monthly Problem 

Tim following problem has been submitted by a Barclays Bank reader in Stoke-on- 
Trent who seeks tlic assistance of readers to settle an argument on the subject in his 
own branch bank. Our award of one guinea has been sent for publication of tliis problem 
and a furtlier prize of one guinea is offered to the reader who submits the most satis- 
factory solution. All replies should reach 'fhe Editor, 77/c Bunkers^ Mu^azinc^ 65 & 86, 
London Wall, E.('.2, not later than August 13, 1954. 

“ Included in a credit received by Southtown Bank for the account of their 
customer Z is an item for £10 drawn by P on Northtown Bank and made payable to 
" cash or order.* 'Phis document bears no endorsement and the cashier of Southtown 
Bank declines to accept it for collection, contending that it must first be endorsed by 
the drawer. Is the cashier justified in adopting this attitude ? *’ 


This practical problem attracted many replies but few paid 

pr^’lem sulheient attention to the important principle involved, 'fhe real 
point at issue was whether the customer of Northtown Bank, who drew 
the cheque, was entitled to the benelii of the clearing house rules which grant the paying 
banker time up to the clo.>e of business on the day of presentation in which to pay or 
dishonour any cheque. I'hc most reasoned but far from complete answer came from 
a Barclays Bank reader to whom the prize of one guinea has been sent. 

The problem read as follows - 

“ X, a valued customer of Southtown B;uik, whilst visiting a supplier in an adjacent 
towm pays into Northtown Bank for the credit of his account at Southtown Bank a 
cheque drawn on Northtowm Bank for £125. I.alcr in the same day, he returns to 
Southtown Bank and aks them to ascertain the fate of this cheque. They telephone 
Northtown Bank about 1 p.m. and enquire whether the given cheque has been paid. 
The Manager of Northtown Bank states that, although the draw'er of the cheque is not 
short of funds, he cannot confirm payment until 3 p.m. in case any instructions to stop 
payment of the cheque may be received from the drawer. Is the Northtown Bank 
Manager correct in adopting this attitude ? C'an Southtown Bank demand a definite 
answer ? Has the customer, X, any rights in the matter ? ’* 

At the outset X in elFcct presents the cheque himself to the drawee bank and asks 
them to collect the proceeds for the credit of his account at Southtown Bank. At that 
stage he was perfectly entitleo to enquire whether the cheque was paid and, if he had 
then made such enquiry, Nortlitown Bank would have had no alternative but to pay 
the cheque, assuming it to be in order and that adequate funds were available to meet it. 

In the absence of such immediate enquiry Northtown Bank are in tlie dual position 
of collecting banker, acting as agents of Southtown Bank, and of paying banker. In 
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their latter capacity they then have until tlic following day in which to give notice of 
dishonour of the cheque (sec. 49 (12) Bills of Exchange Act, 1882) but in practice the 
cheque would be returned to Southiown Bank if unpaid, at the close of the day on which 
it was paid in. 

Bui later in the same day X decides to enquire whether he cheque is paid. If he 
had applied personally to Northtown Bank it is didicult to see upon what grounds it 
could have refused to confirm payment. Instead, X asks his own bank to ascertain the 
fate of the cheque. Southiown Bank accordingly raise the enquiry as agents of their 
customer, who earlier presented the cheque to Northtown Bank, and as such it is 
submiried they are entitled to an immediate answer. Alternatively it might be said that 
they call upon their collecting agents to treat the cheque as a special presentation and to 
adt’ise fate immediately. Erom this latter viewpoint they are also entitled to an 
immediate reply. 

Upon wliat grounds, therel’orc, can Northtown Bank uphold its contention that 
payment must await until 3 p.m. in case any ins! ructions to slop payment of the cheque 
may be received from the drawer ? Apart from the clearing house rules introduced by 
bankers for iJieir own convenience, cheques must be paid or disJionoured when they 
arc presenied for payment. Anyone who presents a cheque for pnvmcni is fully entitled 
by the Bills of Exchange Act to know the tatc of the cheque upon preseiiiaiion. 'fherc 
is nothing in the Act to suggest that the drawer of the cheque must be granted up to 
the close of business on the day of preseniaiion in which to countermand payment if 
he so wishes. The right certainly cannot exist with an open cheque which undoubtedly 
has to be paid or dishonoured when presented over the counter ol' the drawee bank. 
Why should the right be given to the drawer merely because the cheque is crossed and 
has therefore to be presented through another bank ? 

It would appear here that Northtown Bank are trying to concede to the drawer of 
the cheque some benefit from rlie established clearing house rules. It by no means 
follows that because the payang banker has until the close of business in which to pay 
or return a cheque presented through the clearing, the drawer of ihc cheque has until 
the close ot' business in wdiich to stop payment and the paying banker must defer to such 
alleged right when advice of fate is required before the close of business. It would 
obviously be impossible in modern banking to pay or dishonour immediaiely upon 
presentation all cheques presented through clearing channels. 'I'o facilitate the onerous 
work of payment, time is granted to ihc paying banker by the clearing house rules which 
apply between tlie members of the clearing house only and do not grant direct benefits 
or rights to their customers. As far as the draw-cr t)f a cheque is concerned the banker 
is subject to the statutes which atford no time in which to pay any cheque drawn upon 
the bank. When a collecting banker wishes to obtain immediate late of any cheque it 
is possible, cither direct or through the clearing house, to make a special presentation 
requiring immediate payment or dishonour of the cheque and then there can be no 
question of waiting until 3 p.m. in case the drawer decides to stop payment. 

For these reasons it is contended that the Northtown Bank manager wms mistaken 
in his impression of the position. Southtown Bank is entitled to an immediate reply 
from its agent which is both collecting and paying the same cheque. 
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The Lending Banker 

Balance Sheets 

{Continued) 

XYZ Ia'd, — A Correction 

The value of goodwill £5,0Q0 was unfortunately omitted from the total of assets 
in the profor?na balance sheet of the imaginary company, XYZ Ltd., published on page 
502 of our May issue. The error is regretted and we are indebted to the many readers 
who drew attention to it. 

The following corrections should therefore be made : — 

Liabilities — Increase the trade creditors from £24fi00 to j(’29,000, thereby making the 
total liabilities X'90,000 instead of ^'85,000. 

AsseTvS — Include goodwill £5.000 in the sub-total of fixed assets, making the figure 

£3%000 instead of £2H.OOO^ and increase the asset total from £85,000 to 
£90,000. 

The balance sheet will then be in order and acceptable as a basis to illustrate the 
banking approach. 

The Going Concern Basis 

'riie banker must first decide whether the current financial and trading position 
of the potential borrower is sound enough to warrant the required accoinmodadon, 
and to this end there arc several simple tests which can be applied at the outset. The 
balance sheet and trading and profit and loss figures of the customer usually furnish 
sufficient evidence to enable the banker to assess the position in relation to the basic 
principles of lending. The method of approach w ill necessarily vary between bankers, 
but the following simple tests can quickly be made by the trained mind without need for 
any detailed analysis of the figures. If the going concern aspect is satisfactory, the 
bank is dealing w'ith a healthy borrower w hose needs can then be discussed fully and 
the risk assessed by more exhaustive anaylsis of the balance sheet figures. On the 
other hand, if the going concern approach reveals weaknesses which are incapable of 
correction, there is little point in wasting time on further calculations. Although many 
of the tests arc complementary and closely linked with each other, attempt will be made 
here for the sake of simplicity to treat each test as a separate feature. 

Stake of Proprietors 

How much capital have the proprietors invested in the business and what relation 
does it bear to the amount required from the bank ? These questions are promptly 
solved from the first glance at the balance sheet. The capital must be clearly set out 
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therein, distinguishing in the case of a limited company between the rights of various 
shareholders and showing the authorised share capital as well as the share capital actually 
issued. Reserves accumulated by retention of profits in the business and any balance 
remaining on profit and loss account are then added to the capital, representing in total 
the stake which the proprietors have in their own venture. If a substantial reserve 
has been built up from past profits, it is an indication of prudent management. Instead 
of distributing profits up to the hilt, a proportion has been set aside wisely each year 
for future development and as a provision for lean years. If the profit and loss balance 
appears on the asset side of the balance sheet, the customer has incurred losses in the 
past and the warning to the bank is obvious. C'apital has been lost ? Why ? The 
reason for the losses and the real prospects of -ecovery then demand full investigation. 
The capital in the business is reduced by the accumulated losses in profit and loss account. 
The reasoning is simple but the warning comes from the initial glance at the balance 
sheet figures. A quick survey shows whether the capital is reasonable in relation to the 
size of the business and the amount required from the bank. Further features follow 
automatically from this initial assessment, but next in order perhaps is the loan capital, 
if any. 

Loan ("apital— Se(:uri:d C'reditors 

In many cases the proprietors are unable themselves to contribute sufficient capital 
and have resort to long term borrowing or mortgage tinaiice. For our present purpose, 
all such long term borrowing may be looked upon as part of the capital resources of the 
business, admittedly only lent to the proprietors against security, but nevertheless avail- 
able for a reasonably long period to finance, if need be, capital outlay and development. 
Any loan which is repayable upon demand or within less than say twelve months does 
not come within this category. It is fugitive money which may have to he repaid at 
any time and cannot be regarded for our purpose as the equivalent of capital. 

'Lhe appearance of loan finance in the balance sheet provides the next warning to 
the banker. 'Lhe customer has already borrowed from other sources. Why? How 
much has been borrowed, upon what terms, and what security has been given to the 
lender ? Clearly, all these points must be considered and questions asked to amplify 
the brief picture given in the balance sheet. In most instances the other lenders will 
have obtained security on the assets of the bank customer and, if the bank is to contemplate 
granting unsecured accommodation, the prior rights of such secured creditors naturally 
weaken the bank’s position. Unless such outside borrowing is relatively small, a bank 
will not generally be disposed to grant unsecured facilities. It is impossible to lay down 
a definite rule because the financial strength and needs vary widely according to the 
type and size of the ousiness. A large public company may have a substantial debenture 
issue and yet borrow unsecured from its banker. A small partnership may obtain 
temporary bank accommodation for stock purchases notwithstanding the private mortgage 
already created by the partners an the firm’s office building. But normally the presence 
of secured creditors in the balance sheet limits the capacity of the customer to borrow 
from the bank without providing suitable security. The total and general nature of 
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any secured creditors can usually be seen at a glance and their effect upon the position 
from the banking standpoint quickly appreciated. 

Where any liability of a limited company is secured otherwise than the operation 
of law on any assets of the company, the balance sheet must disclose that the liability 
is so secured, although it is not necessary to specify in the balance sheet the actual assets 
charged as security. Moreover, where a company has power to reissue debentures 
which have been redeemed, appropriate details must bc given in the balance sheet. 
Thus, in the case of a limited company customer a clear picture of any secured borrowing 
will bc evident from the balance sheet. With other trading concerns it is usual for the 
auditors to insist that a secured liability is disclosed as a sc]xirare item and not hidden 
by inclusion with the trade creditors or other unsecured liabilities. 

'I'he banker, therefore, examines the liabilities for secured creditors and considers 
their impact on the position from two angles, .b'irstly, their size and j'^rior rights in 
relation to the proposeil hanking advance and, secondly, their contribution to the elfcetive 
capital resources of the borrower, 'fhe elctailcd information required to complete the 
analysis and the means of obtaining it can bc left for discussion later. At this stage a 
general view is sullicient to satisfy the going concern approach. 

Applying the above principles to the balance sheet of XYZ Ltd., it will be seen that 
the pure capital resources of this company amount to £28,000, comprising in addition 
to the issued capital of £17,000, a general reserve of £7,500 and a balance of £3,500 
outstanding in profit and loss account. The company has also borrowed long term 
£5,000 against mortgage debentures, and £5,000 by mortgage of* it'^ factory, so that its 
effective capital resources are £38,000. Knqiiiry reveals that the unsecured loan of 
£2,000 was recently obtruned from a friend of the chairman of the company. As it is 
repayable by the company at one month’s notice, it is not equivalent to capital but 
must be regarded as a current liability. The fixed capital of XYZ T.ld. is therefore 
£38,000, and the fixed capital of any type of bank customer can normally be calculated 
in similar fashion f rom the initial survey of the customer’s latest balance sheet. 

Liqujd Position 

With very few exceptions, the fixed capital of any business should be sufficient to 
finance the acquisition of all the fixed assets, leaving a reasonable surplus available for 
working capital, thereby limiting the extent to which the business has to rely upon trade 
credit and day-to-day borrowing to carry its floating assets. The liquid position of the 
borrower varies according to the extent of the surplus of fixed capital over fixed assets, 
or, in other words, according to the extent of the working capital. The next test, there- 
fore, is to assess the working capital or liquid position of the company. The total amount 
invested in the fixed assets of any concern can usually bc seen without difficulty ; and 
modern accounting practice is of great assistance in this respect because the fixed assets 
arc normally scheduled together, with appropriate sub-totals. The Companies Act, 1948, 
requires a limited company to distinguish between its fixed and floating assets and to show 
how the fixed assets are valued and the amount of depreciation written-off. A similar 
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picture will usually be presented in the balance sheets of other trading units. Stray assets 
of a fixed or fictitious nature may, however, be set out apart from the main group of fixed 
assets, and it is always prudent to read through the entire assets before deciding how much 
fixed capital has been invested in fixed assets, and is not therefore available as working 
capital. For example, preliminary expenses or loans to di. actors or proprietors and 
investments in subsidiaries may be grouped with the floating assets in the balance sheet, 
but they will be regarded by the banker as fixed assets. In short, this test demands that 
the value of all asset items, other than those which arc readily realisable in the ordinary 
course of the business of the potential borrower, should be classified as lixed assets in 
assessing the liquid position. Detailed calculations and the patient dissection of every 
item are not, however, necessary at this juncture. A general estimate or comparison 
is quite sufficient to disclose any inherent weakness. 

7 uming again to the balance sheet of XYZ Ltd., it will be seen that goodwill, 
plus the scheduled fixed assets, total £33,000, but £2,000 has also been swallowed up 
in trade investments. The total of fixed assets for our purpose is therefore £35,000. 
The value of the quoted investments can be ignored on the assumption that the shares 
are readily marketable and can be converted into cash as required. In point of fact they 
should be sold before resort to further borrowing. Thus, with fixed capital of £38,000, 
XYZ Ltd. has acquired fixed assets valued at £35,000, leaving a margin of only £3,000 
available for working capital. This is a very small margin and it is obvious that the 
company has had to rely on extended credit to carry floating assets worth £55,000. 
The same result can be obtained by comparison between the totals of the floating assets 
and the current liabilities of the company, but the position cannot usually be seen so 
simply in this way, and demands more mental calculation with increased risk of error 
where the bank manager has to read a balance sheet just produced by a director w’^ho is 
discussing the requirements of the company. 7'hc current liabilities of XYZ Ltd. total 
£52,000, against floating assets (including the quoted investments) worth £55,000, 
providing the same surplus of £3,000 representing working capital, but this is not so 
obvious from the balance sheet as the more simple comparison originally made between 
fixed capital and fixed assets. 

The liquid position, or lack of it, disclosed in the balance sheet may be affected 
by a fresh bank advance and this possibility has next to be considered. If the bank 
money or any part of it is to be used directly or indirectly to finance the purchase of fixed 
assets, the total fixed assets of the borrower will increase without any corresponding 
increase in the fixed capital, and the working capital will be reduced by the amount so 
spent. For example, if XYZ Ltd. wished to borrow a further £5,000 from the bank 
to buy new machineiy, the cTirrent liabilities of the company would increase by £5,000, 
but the fixed capital would remain unchanged at £38,000, against fixed assets increased 
by £5,000 to £40,000, making^ a deficiency of £2,000 in working capital. In short, 
the company requires more capital and from this standpoint alone is unlikely to be able 
to increase its bank borrowing. 
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The degree to which fixed capital is frozen in fixed assets necessarily varies according 
to the type of business. A company engaged in production usually requires expensive 
buildings, plant and machinery compared with the value of its floating assets turning 
over in the production cycle, whilst a broker or factor of goods may rent an office and 
possess negligible fixed assets, using nearly all his capital and credit to carry stocks and 
debtors. Nevertheless, the principle remains that fixed capital should more than 
suffice to bu}^ all the fixed assets. The greater the surplus available for working capital, 
the more liquid the position and the healthier the borrower from the banking standpoint. 
Whether any given surplus is sufficient to satisfy the banker’s requirements, must 
depend upon the business of the borrower and many attendant features which cannot be 
discussed in these simple articles, but the dangers of lack of liquidity can be emphasised 
to advantage. 

If all the initial fixed capital of any productive or retailing concern is spent on the 
acquisition of fixed assets, it must rely upon short term borrowing and trade credit 
to finance purchases of goods and cover labour costs and all overheads pending collection 
from debtors of the proceeds of goods sold. This complete reliance upon credit at the 
outset is a serious weakness. Delay in the collection of debtors or a reduction in sales 
may not permit the prompt payment of trade creditors. Whilst profits as they accumulate 
will provide working capital to reduce the strain, and payment of taxation due on the profits 
may be deferred, losses may instead be incurred in the early stages and the whole edifice 
will crumble if capital or loans cannot be obtained to meet pressing creditors. The 
dangers are greater where insufficient capital is available to acquire fixed assets and the 
concern relics on hire purchase finance, deferred credit and short term loans to complete 
their purchase. Current liabilities should at least be covered by floating assets, otherwise 
the risks of overtrading develop. The concern is trying to achieve too much on too little 
and any unexpected hitch in the smooth progress of production or the total of sales will 
soon precipitate a crisis, because there is no margin whatevei available to meet the 
trade creditors. In our pro forma example, XYZ Ltd. is relying largely upon its heavy 
trade creditors and bank overdraft to carry its stocks and debtors. This may be 
dangerous. 

The assessment of the liquid position of the borrower is therefore the vital test in 
the going concern approach to the balance sheet. It is impossible to lay down rules 
because each position has to be judged on its own merits, but the larger the surplus 
of fixed capital over fixed assets the healthier will be the financial strength of the borrower. 
An excess of fixed assets over fixed capital or the absence of working capital demands care 
and will normally indicate that any borrowing should be against approved security with 
adequate margin. In practice, it will be found that many smaller concerns suffer 
from lack of working capital, but advances can nevertheless be arranged on a satisfactory 
basis. Frequently it will be in the best interests of the customer to draw attention to 
the need for more capital and to decline to grant accommodation, how^ever well it may 
appear to be secured, until he either brings in more capital or curtails the extent of his 
trading. The liquid position can sometimes be improved by the disposal of surplus 
fixed assets, or the arrangement of long term finance. On the other hand, it must not 
be forgotten that the liquid position deteriorates if losses arc sustained, or excessive 
dividends are paid. Everything points to the need for liquidity if unsecured advances 
are to be considered. 
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General Supporting Tests 

If the business of the potential borrower is conducted in a satisfactory manner, 
it will be meeting its liabilities promptly as they fall due, collecting all its receipts regularly 
and carrying just sufficient stock to meet normal needs. I'hcsc features can easily be 
verified from the balance sheet figures and trading accounts. 

If the total of trade creditors in the balance sheet is compared with the total purchases 
shown in the trading account for the year, a rough estimate can be made of the period 
of credit taken by the customer. Where the total creditors appear to be excessive in 
relation to purchases, enquiries should be instigated to find out why there has been such 
a delay in payment. For example, if the purchases made by XYZ I.td. in the year 
to April 30, 1954, were shown in the trading account at £360,000, the amount of £29,000 
outstanding at the balance sheet date is reasonable, representing about one month’s 
credit. On sales of only £120,000 the total of the creditors outstanding would be the 
equivalent of three months’ credit, which normally would be excessive. In such event 
creditors may already be pressing. 

Similarly, a comparison of the total debtors in the balance sheet with the sales 
figure for the trading period affords a simple guide to the speed of collection of debtors. 
If the customer from this calculation appears to be granting longer than normal trade 
credit, enquiries should be made. Perhaps the sales manager needs to increase pressure 
for collection, but there may be some debtors who are finding it difficult to meet their 
liability. 

An unduly heavy stock held at the balance sheet date may indicate sales resistance 
or excessive stock piling beyond the capital resources of the customer. A rough check 
can be made by comparison with the sales figure in the trading account. Is the stock 
on hand heavy compared with normal sales ? In a healthy business with satisfactory 
avenues of supply, stocks will be kept to the minimum, but it may sometimes be necessary 
to take into account the incidence of seasonal fluctuations on some types of business. 

This rough check made from a speedy initial survey of the figures serves its purpose 
in confirming or otherwise the current financial and trading health of the business. A 
more detailed analysis has to be made of all these items under the gone concern heading 
to be discussed in the ensuing months. 


Conclusion 

If this general survey of the balance sheet figures discloses that the capital resources 
of the borrower are adequate in relation to the amount required, whilst the liquid position 
is reasonable having regard to the type of business and there are no unduly large secured 
creditors ranking before the bank, there is ample evidence that the customer is credit- 
worthy. A final assessment from the gone concern aspect has then to be made to 
enable the banker to estimate the risk. But where the going concern approach reveals 
an unsatisfactory liquid position or casts doubts upon the current financial or trading 
health of the customer, there will be no need to explore the matter further. 

Note : The " Banker and Customer ” articles will be resumed next month when the subject 
of “ Collection of Cheques ” (Negligence) will continue. 
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Book Review 

The Recent Evolution of the Role of the Banks in the Economy. Lectures delivered at 

the Sixth International Banking Summer School, Sept., 1953. (Brussels ; The 

Association Beige des Banqucs. Pp. 304. B.Fcs. 100.) 

This excellent series of talks has wisely been preserved in print for the benefit of 
those unable to attend the School last year. For those English bankers who tend to take 
too much for granted, the opportunity to read the experiences of others under Controls 
and Directions should be salutary. Monsieur Camu’s talk cn “ The Nature of Bank 
Deposits and their Incidence on the Work of the Banks ” was particularly refreshing in 
reminding us that a monetary economy has given way to a credit economy, imposing far 
greater responsibilities on the banks than need have been shouldered 100 years ago 
when this Magazine was in its infancy. A Dutch speaker, Mr. G. M. Verryn Stuart, 
spoke of the “ Competition between Public and Private Sectors ” and showed how, on 
the Continent, the Postal-Cheque service competes with the deposit banks. (It has 
deposits of over 1,000 million florins in Holland, as compared with under 3,000 millions 
at the commercial banks.) “ Profit Earning Capacity — American Banks ” was ably 
dealt with by Professor Beckhart, and the interesting comment made that charges for 
servicing accounts, commissions, etc., amount to 7j per cent, of the total income of 
American banks. All banks in the States have the benefit of a simplified cost analysis 
plan, prepared by the American Bankers Association. Other lecturers dealt with World 
Economic Trends (R. S. Sayers) ; the Belgian Banking System (P. Bonvoisin) ; Trans- 
formation of Bank Credit (S. Schw^eizer) ; Effects on the Banks of the Post-War Evolu- 
tion of Foreign Trade (Sir Cecil Ellerton) ; Exchange (Control (F. Collin) ; Banks and 
Investments (M. Lorain) and State Intervention (J. Watteau). Limitations of space 
prevent us from doing full justice to the speakers ; they were uniformly lucid, and 
brought to tlieir listeners the advantage of highly expert opinion in comprehensible 
terms. At a cost of rather less than 15^. the book is good value. • 
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Banking Appointments, etc. 

Alexanders Discount Company Limited. — Mr. Ivan William Kershaw Smith to be an 
Assistant Manager. 


The Bank of America. — Mr. Roland Pierotti has been appointed Assistant to the President. 


Bank of New Zealand. — Mr. H. R. H. Chalmers, C.M.G., has been appointed Chairman of 
the Chief Board in New Zealand and Mr. John Grierson, C.B.E., has been appointed Deputy 
Chairman. 


Barclays Bank Limited 

Lieut. -Colonel G. J. W. Turner, M.C., has been appointed a Member of the Birmingham 
Local Board. 

Head Office : 

Inspection Department Mr. B. W. Devonshire, from Bournemouth, to be an Inspector. 
Trustee Department. Mr. J. T. Pageit, from Bournemouth, to be Manager of Leeds branch. 

Mr. R. Pocklington, from Leeds, to be Manager of Manchester branch. 
Ammanford . . . Mr. T. M. Jones, from Tonyrcfail, to be Manager. 

Bradford, 69, Market 

Street Mr, J. P. Wood, of 10, Market Street, Bradford, to be Manager. 
Crewe, Market Street Mr. N. T. L. Windscir, from Kendal and Bowness-on-Windermcre, 

to be Manager. 

Douglas, Isle of Man . Mr. |. A. Butterworth to be Manager. 

Kpping .... Mr. T. D. Lewis, from Braintree, to be Manager, 
lipsom and Ashtcad . Mr. H. j. Payntcr, from Windsor, L.H.O., to be Manager. 

Great Bridge . . Mr. H. Price, from Hanley, to be Manager. 

Kendal and Bowness-on- 

Windermere Mr, E. Craven, from Chester, to be Manager. 

Poole Mr, R. H. King, from Southampton, Shirley, and Totion branches, 

to be Manager. 

Sedgley and Coselcy. . Mr. R. P. Shenton, from Great Bridge, to be Manager. 

Sclsey .... Mr. J. R. B. Harries, from Hournemoiith, West Cliffi to be Manager. 
Wantage .... Mr. j. P. Baldwin, from High Street, Oxford, to be Manager. 
Guildford .... Mr. P. L. P'oreman, from Reading L.H.O., to be Assistant Manager. 


Barclays Bank (Dominion, Colonial and Overseas). — Mr. Johannes du Plessis Dosihuizen 
and Dr. Raymond William Wilcocks, Ph.D., D.C.L., have been appointed Members of the Cape 
Local Board. Mi. J. R. 'Thompson and Mr. A. F. Alallory to be Assistant General Alanagers. 


Bowmaker Limited. — Mr. R. A. Robertson has been appointed Deputy Chairman. 


Clive Discount Company Limited. — Mr. David Alexander Wighton, C.A., has been 
appointed Secretary. 


District Bank Limited 

Burslem .... Mr. A. Jn. Tennant, from Stoke-on-Trent, to be Manager. 
Manchester and Salford, 

Swan Street Mr. K. D. C. Davis to be Manager. 

St. Annes-on-the-Sca . Mr. J. N. Bunting, from Blackburn, to be Manager. 



150 


Head OfTice 


Advance Department 

IvCgal Department 
Machines Depart ment 
Basingstoke 

Clacton - on - Sea falso 
h’rinton) 

Coventry (also 

C'heylcsmorc) 

Cowes, Isle of Wight 
Devizes .... 
Dursley .... 
Hanwell, W. 

Deeds 

Leytonstone, li. 

Ramsgate .... 

Watlington 

W’esibury .... 
West (yliff, Bournemouth 


Lomlon, 68, I.nmbarJ 

Street 

T.ondon, Hanover Square 


Head Cilice 

London : King’s Ooss 
London ; Streatham 

(Mitcham Lane) 
Bath : Southgate Street . 
Blyih, Northumberlainl 
Brighton : North Street . 
Manchester : 

C'lu sier Road 
Stretford .... 
Tetbury .... 


AIidi.ano 

London : Pall Mall . 
Croydon .... 


Mr. ]. 1 1, l^rmer and 
C'heltenham 


North Harrow . 


BANKING APPOINTMENTS, ETC. 


Lloyds Bank Limited 

Mr. R. H. G. Marshall, Chief Controller, Advance Department, Head 
Office, to be an Assistant General Manager. 

Mr. C. H. Wt)ollcy, from Coventry, to be an Assistant General 
Manager. 

Mr. A. T. J. Double, an Assistant Chief Controller, to be Chief 
Controller. 

Mr. Ct. M. Wclsford, an Assistant Principal, to be Principal. 

Mr. A. 1'. C.. Kettley, of Machines Department, to be Sub-Alanagcr. 

Mr. L. A. Styles, from Head Office, to be Manager. 

Mr. A. Lawson, from .Mill Road, Cambridge, to be Manager. 

Mr. C. R. Vincent, from Advance Department, Head Office, to be 
Manager. 

Air. D. \\'. Lambic, from Plymomh, to be Manager. 

Air. N. B. Cost on, from Head OHice, to be Alanagcr. 

Air. L. 'P. Herring, from W'otton-under-Edge, to be Alanager. 

Mr. L. II. Watford, from Hrixton, S.W., to be Alanager. 

Mr. G. H. Allport, from 39 Thrcadneccilc Street, H.C., to be Sub- 
Alanagcr. 

Mr. R. P. Reggiori, from 40, Victoria Street, S.W., to be Manager. 

Air. J. 11. Hancock, from Advance Department, Head Ofiice, to be 
Alanager. 

Mr. B. 1^'. C.. Hall, from Andover, to be Manager. 

Air. W. j. Cliard, from Somerton, to be Aianager. 

Mr. H. C. Galton, from Christchurch, to be Manager. 


AIar'iins Bank T.imiit.d 

Air. S. Brown, from Aiiddlcsbrough, to be an Assistant Aianager. 
Air. J. Wilson, from I.ombard Street, to be Aianager. 


AiiDLAND Bank Limited 

Air. H. W. Roberts, of North Street, Bright^)!!, to he a Superintendent 
of Branches. 

Air. G. IJ. Smith, of Minories, to be Aianager. 

Air. b'. J. Kibble, of Putney, to be Aianager. 

Air. N. (}. Godwin, of Tetbury, to be Aianager. 

Mr. H. NX'. N. Dargavel, of North Shields, n> he Manager. 

Air. 1'. B. Aleays, o! St)uihgale Street, Bath, to be Assistant Aianager. 

Air. P. X. Lrdtv/.ain to be Manager. 

Air. R. J. Wilkie, of Chester Rinid, Manclicster, to be Aianager. 

Air. R. R. iannell to be Aianager. 


Bank Executor and Tku.stek Ca)MRANY I^imited 

Mr. NX’. I. Gubbins, of Bournemouth, to be Assistant Aianager. 
Air. R. Ci. Butler, of Pall Aiall, to he Aianager. 


National Provincial Bank Limited. 

Air. Prank Pont have been appointed I.ocal Directors for Guernsey. 
Air. R. E. Norden, froin Ruislip, to be Manager ; rice Mr, C. P. B. 
South, who has been attached to Head OHice Relief StalF with 
his present status. 

Mr. R. H. Knight, from T'wickenham, to be Manager. 
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Cosham, Portsmouth 
Ruislip .... 
Shcfticld Bank Ollicc, 

Sheffield 

Watford .... 
Whitley Bay 

Windsor .... 
Woodstock 

Wrexham .... 
To be Inspectors of 
Branches 


Mr. W. L. Madgen to be Manager. 

Mr. J. G. Kershaw, from North Harrow, to be Manager. 

Mr. W. A. Daglish to be Assistant Manager. 

Mr. A. Hughes, from Windsor, to be Manager. 

Mr. H. C. Butterfield, from Silsden, to be Manager. 

Mr. L. H. John, from Cardiff Docks, to be Manager. 

(Shortly to be constituted a full branch ) 

Mr. J. Routledge, from Ilkley, to be Manager. 

Mr. W. r. Hughes, from Holyhead, to be .Manager. 

Air. V. J. D. Barnham, from Baker Street ; Mr. J. G. Page, from 
Cromwell Road. 


Royal Bank o*- Scotland 

Mr. C. Augustus Carlow has resigned as an Ordinary Director of the Bank. 
GifTnock .... Mr, John ('.arrick, from Kilwinning, to be Manager. 
Pariick, Glasgow . . Mr. j. M. Kellie, from Giffnoek, to be Manager. 


Head Office 

i41, l.othbury, E.C:.2) 

New York Representative 

Chippenham 
Oowborough 
b'insbiiry Park . 
Petersfield .... 

Poole 

Runcorn .... 
Shepton Alai lot 
Silverhill . 

Siinm’s Cross, Vi'idnes 

W'arminsier 

NX’est Bromwich 


Wh.stminster Bank Ijmited 

Air. 1>. 'f. Holding, to be an Inspector of Branches ; Mr. L. V. S. 

Green to be a Controller’s Assistant. 

Air. A. li. Cooper, from Lombard Sircci, to be New York Representa- 
tive. 

Air. A. H. G. Brain to be Alanagcr. 

Air. G- IJ. Martin, from Siherhill, to be .Manager. 

Mr. it. C. G. Al. Newton, 'f.D., from (.'amden 'I'own, to be Manager. 
Air. G. Stokoc, from CTuildford, to be Manager. 

Air. F. H. Maynard, from xAlmn, to be Manager. 

Air. G. Barnes, from Simin’s C.ro^s, W’idnes, to be Manager. 

Mr, Al. Cjiddings, from Cihippenham, to be Manager. 

Mr. C'. D. Harding, from Hastings, to be Alanager. 

.Mr. J. 1. C deworth, from Liverpool, to be Manager. 

Air. G. W. Nicholls to be Alanager. 

Air. W. G. lucid, from Digbclh, to be Manager. 




New Branches, etc. 

Australia and Ni;w ZfcALANn Bank Li.mitld. — 'Die agency ai 93, 'falliragar Street, Dubbo, New' 
St)uth Wales, has been converted to a branch which will bt known as Northern Branch, 
Dubbo ; the existing branch at Dubbo will be kiiown in fin lire as J >1, Maci]uarie Street, 
Dubbo. 'I'he agency at Panmure, Auckland, New Zealand, h:is been converted to a branch 
with temporary premises on the Paniiuirc-Howick Highway. 

Bank oi- New Zealand. — The notification in i>iir July issue that a branch lias been «^peiicd at 
Customs Street Hast, Auckland, should read Customs Street. 'This branch takes over the 
business of the former agency which was at Cusiimis Street liasi, Auckland. 

'rilL COMMERCIAI, oANK OF AUSTRALIA 1 .LMI FI D. — .\t DubbtN NcW Soulll Wale'S. 

Lloyds Bank l.iMn Fn. — at Market Place, Alarket W’eighion, ^'ork ; at Sandhurst, Royal Alilitary 
Academy (sub to 6, Pall Alall, S.W.l) ; at Barneibv ^sub Brigg). 

Martins Bank I.imithd. — At 1, Cotton Lxchange Buildings, Liverpool, 3 ; at 16/18, Broniptoii 
Road, London, S.VCM. 

Midland Bank Fxfxujtor and T ru-stle Co. Limtifd. — At 139, North Imd, Croydon. 

'Pini Standard Bank of South Africa. — Ai Riisape, Southern Rhodesia. 

Westminster Bank I.lmitf.d. — At Poole. 



ALLIANCE 

ASSVBANCE COMPANY LIMITED 

HEAD OFFICE t 

BARTHOLOMEW LANE, LONDON, E.C2 
ESTABLISHED 1824. 



THE FINEST SERVICE FOR ALL 
CLASSES OF INSURANCE 


Representation throughout the 
United Kingdom, the British 
Commonwealth and elsewhere 
abroad. 


SPECIAL TERMS granted to BANK OFFICIALS in 
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Monetary Review 

E vents in Lombard Street last month provided a fresh example of the narrow 
margin which exists between monetary ease and stringency. Although there was 
no apparent reason for the change, the relatively easy conditions prevailing for 
practically the whole of the previous month gave place to a pronounced tendency to 
credit shortages. As frequently occurs at the end of the half-year, credit tightened up 
suddenly right at the end of June, partly under the influence of window dressing by 
“ outside ” banks, but also because the clearing banks, although they do not indulge in 
window dressing operations, were also calling in loans. Rates as high as 3 per cent, were 
paid for new overnight loans, and several of the discount houses had to borrow a relatively 
small amount from the Bank of England for a week on the usual terms. 
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Difficult conditions at the end of June seemed to set the tone of the market for 
several days. Although there was no further bank borrowing, fairly heavy assistance 
had to be given to the discount houses in the form of official bill purchases. The situation 
appeared to be easing after a week or so, but tightened up again subsequently, and 
thereafter credit supplies varied considerably from day to day, but generally fell short 
of market requirements. 

In spite of the poor supply of credit, discount rates were reduced during the month, 
following the decline in the average allotment rate for Treasury bills on July 9. The 
lower rate was reflected in a reduction of 3 W in the discount houses’ rate for discounting 
two and three months’ commercial bills, with slightly larger cuts in longer-dated paper, 
while the banks were taking September and October Treasury bills from the market at 
1 II per cent, against 1 ,■[; per cent, previously. 

Treasury bill tenders during the month were remarkable for wide fluctuations in 
the total of applications from week to week, and in the volume of bills secured by the 
discount market. After falling below £400 million for tw'o successive wxeks, applications 
rose on July 16 to over ^433 million, which is not far below the record total of £437*5 
million reached at the last tender of April. This sudden increase was attributed not 
only to heavy “ official ” applications for the bills, but to the large volume of tenders put 
in by other quarters outside the market. After reducing their tender price at the last 
offering in June, in anticipation of the stringency at the end of the half-year, the discount 
houses raised their bid again on July 9, in the hope of replacing the large volume of bills 
previously sold owing to monetary stringency. At this tender they secured a percentage 
allotment of 65, but in the following week, tendering at the same price, they received 
only 34 per cent, of their applications, partly because of the smaller volume of bills 
available, but also because of increased competition from non-market quarters. 
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MONETARY REVIEW 


TREASURY BIIXS 


Date 

1953 

OfTcred 

1 

(OOO’s (5mittcd) 
Bills 

Applird for 

Averr.] 

s. 

Re Rate 

d. 

Dec. 

4 , 

. 250,000 

373,955 

41 

11-72 

)) 

11 , 

. 250,000 

368,480 

41 

11 98 

5J 

18 , 

. 250,000 

308,445 

42 

0-62 

55 

24 , 

. 250,000 

338,860 

42 

7-34 

1954 

Jan. 1 

. 250,000 

316,625 

42 

8-29 

55 

8 

. 230,000 

319,340 

42 

7*90 

55 

15 

. 220,0001 

335,490 

42 

7-72 

55 

22 

. 210,000 

343,815 

41 

11-78 

Jan. 

29 

. 220,000 

381,975 

41 

11 04 

Feb. 

5 

. 220,000 

386,430 

41 

3-68 

55 

12 

. 230,000 

369,925 

41 

4-04 

55 

19 

. 240,000 

398,900 

41 

3,56 

55 

26 

. 250,000 

400,765 

41 

3-37 

Mar. 

5 

. 270,000 

412,905 

41 

3 83 

55 

12 

. 270,000 

414,560 

42 

2 61 

55 

19 

. 260,000 

365,575 

42 

3-64 

55 

26 

. 270,000 

405,205 

42 

3-62 


Date 

♦Bills 

(OOO’s omitted) 
Bills 

AvcraRc Rate 

1954 

Ottered 

£ 

Applied for 

L 

0 

8. 

d. 

Apr. 

2 

. 270,000 

399,040 

42 

4-01 

35 

9 

. 270,000 

392,195 

42 

405 

55 

15 

. 230,000 

417,175 

41 

7-41 

3» 

23 

. 230,000 

415,375 

41 

7-34 

„ 

30 

. 230,000 

437,545 

40 

11-36 

May 

7 

. 240,000 

405,615 

40 

10-84 

55 

14 

. 260,000 

391,695 

34 

1-75 

55 

21 

. 270,000 

400,655 

34 

3-24 

35 

27 

. 270,000 

426,825 

34 

3-33 

June 

4 

. 270,000:1: 

414,325 

32 

11 61 

55 

11 

. 260,0001 

418,325 

32 

356 

33 

18 

. 260,000t 

400,440 

31 

7-57 

„ 

25 

. 260,000 

426,015 

32 

1 48 

July 

2 

. 270,000 

383,955 

32 

3 41 

„ 

9 

. 270,000:]: 

396,195 

31 

3 09 

55 

16 

. 240,000 

433,145 

31 

221 

33 

23 

. 230,000 

423,055 

31 

2.52 


^To be taken tip durinR following week. $ Under-all»)ttcJ by £20 million. UnJer-allotteJ by /,10 million. 


The volume of bills allotted each week was fairly in line with the corresponding 
mauiritics. During the month as a whole, the Treasury was not under the necessity 
of borrowing on Treasury bills. This was in marked contrast with experience in July 
last year, when the “ tender Treasury bill issue was increased by some £S0 million. 

With the approach of the holiday season, the Bank of England note circulation 
continued to reflect the influence of active trade and the further wage increases granted 
during the past year. The active note issue continued to establish fresh high records 
practically every week, and the expansion was greater than the corresponding increase 
a year ago. Although the fiduciary issue had been raised at the beginning of June by 
£50 million, this addition had already proved inadequate before the middle of July, 
when the issue was raised by a further £50 million to a new high flgure of £1,125 million. 
Judged on last year’s experience, the latest sanction should suffice to cover the peak 
currency demand at the beginning of August. 

The Bank return made up to Jime 30 showed bankers balances at the unusually 
high figure of £507'7 million, a rise on the week of £24 2 million. This abrupt change, 
which was evidently due to the fact that the return was compiled on the same date as the 
banks made up their half-yearly statements, was reversed in the following week, when 
bankers’ balances were only £274 million. 

Stock markets continued to give a good account of themselves, with interest centred 
mainly on British Government stocks and industrial shares. Turnover in the gilt-edged 
market was reported to be quite exceptional at times, heavy buying, particularly of the 
longer-dated and undated stocks, being attracted by the terms of the scheme for dealing 
with the November maturity of I J per cent. Serial funding stock. A considerable part 
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of the activity consisted of purchases of this stock as a means of acquiring the 2i per cent. 
Exchequer stock 1963-64 or the 3 k per cent. Funding stock 1999-2004 offered in exchange 
for it. The extreme “ bullishness of the market was strengthened by the announce- 
ment of the reduction from li to 1 per cent, in the interest rate on tax reserve certificates, 
and the month’s events led to some talk at one time of the I kelihood of a further Bank 
rate cut in the near future, and even of the possibility of a conversion offer within the 
next year or so to holders of the 3i per cent. War loan. Activity in the gilt-edged market 
slackened somewhat as the month progressed, and price movements were less buoyant. 

Although the leading industrial shares took their tone partly from the strength of 
Government stocks, they appeared to have ample vigour of their own. The general 
boom-like conditions in this market wxre attributed not only to prospective or actual 
announcements of higher dividends or of capitalisation schemes, but also to the evident 
activity of industry and trade and to the gradual abandonment of restrictions on private 
enterprise. The main interest last month was concentrated first on one section of the 
market and then on another, but the net effect was to raise prices substantially for the 
greater part of the month. Motor manufacturing shares, aircrafts, stores and electrical 
equipments were among those to come in for particular attention. The relaxation of 
hire purchase restrictions brought into the limelight the shares of both trading and 
finance companies concerned with this class of business. Towards the end of the month, 
however, the tone of the industrial market changed, business falling off and prices 
turning dull. 'Idle absence of any real progress at the Geneva conference was held 
responsible for the set-back, and prices resumed their upward course after the Geneva 
settlement. 

In the bank share market, Westminster shares were marked up more than 

5s. to 91.V. by way of adjustment to dividends in prospect in the shares’ new form of “ B” 
shares 25^. paid, under the capital scheme discussed in a separate note on page 96. 

'I’he activity of business, and particularly the absorptive capacity of the gill-edged 
market, provided a favourable background for new issues, the largest of which were in 
the investment category. 'Uhey included the offer for sale of £5 million of 3* per cent, 
stock 1969-74 of tlie International Bank for Reconstruction and Development at a price 
of 98 per cent. Anotlier important issue was the £10 million loan for the new Feder- 
ation of Rhodesia and Nyasaland, w'hich took the form of 4 per cent, stock 1972-74, 
offered at 97.1. Several important industrial issues of new fixed-interest securities also 
made their appearance, the most important being 3 million 5.\ per cent, cumulative 
preference shares of /'I each in Gallaher Ltd., the tobacco manufacturers, w'hich were 
offered at 21.v. 9d. and 1 million Firth Cleveland £\ 6 per cent, cumulative preference 
shares at 21.v. 6l/. 

'I'hc public r.'^sponsc to the offer of 10 million Stewarts and Lloyds ordinary shares 
was disappointing, only 5.1 million shares being applied for, and the shares were quoted at 
a discount of about 7U. when dealings commenced. Owing partly to the buoyancy of 
the industrial share market at the lime, however, this discount w’as soon converted into a 
premium on the issue price of 35s. a share. Several placings of new industrial capital 
were carried through during the month, and, as usual in recent times, numerous capital- 
isation schemes were announced by industrial undertakings. 
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Stock Exchange Values 

S TOCK EXCHANGE quotations advanced strongly during the greater part of 
last month, and the volume of business reached very large proportions on some 
days. British Government stocks attracted a large share of the total business, 
activity being stimulated by the conversion offer made to holders of the If per cent. 
Serial Funding stock due for repayment in November. The terms of the offer, including 
an exchange into a long-dated loan, brought in buyers of existing stocks in this category, 
and the demand for gilt-edged stocks in general spread to other investment securities 
including Dominion stocks and Home corporation and county issues. As usual, part 
of the demand for first-class securities was of a speculative character, and profit-taking 
later in the month gave the market a rather irregular appearance, with turnover at a 
reduced level. Industrial shares went ahead strongly during the first three weeks of 
July, under the influence of good profit and dividend statements, and expectations of 
further encouraging company news in future. Subsequently, however, the market 
met with a good deal of profit taking, and the general tone turned dull. The set-back 
was said to be due to the uncertain international outlook, and quotations recovered 
after the Geneva agreement. 


Aggregate value of 365 representative securities on June 15, 1954 . . 15,972,000 

„ » „ 365 „ „ „ July 15, 1954 . . . ^6,847,203,000 

Increase . jC 131 >231,000 

OUR INDEX NUMBER 

Below will be found the movements in the index number of the security values of 
our list of 365 representative stocks from the year 1929 down to the present time. Limita- 
tions of space have made it necessary to omit each month our lengthy list of variations 
in the fixed and variable dividend securities over a period of years, but once a year 
(in the January issue) we give the complete list of the index numbers of those stocks. 
The total index number for July, was 123-3, as compared withT20-9 for tlie previous 
month. The index number of the fixed interest group now stands at 118 5, as compared 
with 1 16-0 for the previous month, and in the variable dividend list the index niunber 
is .133*1, compared with 131-1 for the previous month. 


Security Values Index Number 


Year 

Jan. 

Feb. 

March 

April 

127-3 

(♦December, 1921 
Alay June 

- 100) 
July 

Aug. 

Sept. 

121? 

Oct. 

Nov. 

Dec. 

1929 . 

129 6 

128 1 

127-3 

125 6 

1254 

126 5 

1270 

126-1 

1209 

121-0 

1930 . 

121 7 

121 8 

123-3 

124-2 

121 9 

119 0 

1203 

118-1 

119 3 

117 6 

116 8 

114-4 

1931 . 

114 9 

112 6 

114-1 

111 9 

108 0 

1086 

109-3 

104-3 

99 0 

103 1 

103 1 

985 

1932 . 

110 9 

101-7 

105 5 

102 1 

101-8 

1006 

105-5 

108-4 

111-4 

112-5 

1096 

109-4 

1933 . 

110-2 

111 1 

111-2 

112-4 

112 5 

1143 

115 9 

1176 

1187 

118-4 

117 6 

117 6 

1934 . 

1204 

121 5 

122-9 

123-8 

122-6 

121 8 

122-5 

122-3 

122 8 

123 6 

1269 

1265 

1935 . 

128 5 

125 8 

123 7 

1249 

125 8 

1255 

126 4 

125-8 

1206 

121 3 

1255 

126 4 

1936 . 

128-1 

129 6 

128 6 

1302 

129-1 

1288 

129 4 

131-0 

131-7 

133 9 

133-8 

133 1 

1937 . 

132 6 

129 7 

128 4 

128-2 

127-3 

125 6 

125 1 

125-0 

1230 

121-6 

121 0 

121-2 

1938 . 

121 6 

1207 

115-9 

119-2 

1170 

116-3 

118 9 

117-7 

1138 

114-2 

114 4 

112-4 

1939 . 

112 0 

111 7 

1100 

107-1 

1100 

109-8 

1088 

107-4 

103-3 

1063 

1087 

108-7 

1940 . 

112-2 

1143 

1146 

114 1 

110-4 

104-6 

106-0 

107-8 

108 2 

110 0 

111-3 

112-0 

1941 . 

113 6 

1128 

112 9 

1124 

113-3 

1135 

115 6 

1160 

1175 

117-1 

117 8 

117 1 

1942 . 

1185 

1170 

1170 

117 3 

1172 

1175 

118-1 

118-2 

119 0 

120 4 

1290 

120 6 

1943 . 

122-7 

1225 

122-7 

123 3 

122-3 

122 1 

123-3 

123-0 

123-1 

123-4 

122 6 

122-7 

1944 . 

123 3 

123 8 

123 5 

1235 

123 8 

124-5 

125-0 

125-1 

1246 

124-9 

125 3 

125-5 

1945 . 

126-1 

126-1 

124.3 

127-1 

126 6 

126-4 

127-1 

126-1 

126-3 

127-0 

127 2 

126-8 

1946 . 

128-3 

128-9 

128-3 

130-1 

131-7 

132-1 

132-2 

131-4 

130 4 

1300 

132 1 

133 2 

1947 . 

133 8 

132-3 

1322 

131 3 

1320 

131-3 

131 0 

125-2 

123-7 

125 0 

125 6 

127 9 

1948 . 

128 8 

1276 

126-8 

1275 

128-2 

1280 

1269 

1270 

127-1 

127-3 

1276 

127 5 

1949 . 

1280 

128-1 

126-7 

1266 

1265 

124 1 

122 1 

119 8 

119 9 

120-3 

1177 

119-8 

1950 . 

119-1 

119-0 

118-8 

1195 

119-7 

121-4 

119-9 

120-0 

122-3 

123-8 

1240 

122-2 

1951 . 

1952 . 

123-6 

123-6 

122-8 

122-4 

123-0 

122-3 

121-1 

120-5 

1208 

121-3 

1197 

115-9 

1154 

114-7 

111-6 

1129 

113 1 

1102 

110-3 

110-7 

1137 

112-6 

112 0 

113-0 

1953 . 

1135 

1139 

114 9 

115 1 

114-6 

115 2 

114-9 

115-6 

1157 

116-9 

118-1 

117*5 

1954 . 

117-8 

1189 

119-2 

120-7 

* 

121.5 120-9 1233 

Date when Securitiea revUed. 
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Table — Showing Values of Securities and their aggregate Variation 

DURING THE PAST MONTH 
[ooo*s omitted] 




Market Valuei 


Increaae 

Nominal 

Department, 


Change on 

or 


Amount (Par 

containing 


the Month 

Decrease 

Value) 


June 15, 1954 July 15, 1954 

! Per Cent. 

£ 


£ 

£ ! 

£ 



3,566,600 

10 British and Indian Funds 

3,280,922 

3,374,52.5 j -}- 

93,601 

4- 

2-9 

58,950 

9 Corporation (U.K.) Stocks 

50,470 

50,773 1 -f 

303 


0-6 

83,550 

8 Colonial Government Stocks 

77,195 

77,584 

389 

+ 

0*5 

22,300 

8 Corporation Stocks (Colonial) . 

19,695 

19,672 - 

23 

— 

0 1 

21,050 

7 Do. do. (Foreign) . 

18,392 

18,492 ; f 

100 

4- 

0*5 

598,230 

26 Foreign Government Stocks 

213,795 

214,625 + 

830 

-f 

04 

254,655 

6 British Railway Debenture Stks. 

t301,278 

+301,278 , 


. . 


310,765 

6 Do. do. Preference Stks. 

+247,161 

+247,161 : 




132,000 

7 United States Bonds (Gold) f • 

tl41,662 

+ 141,662 ' 

•• 



5,048,100 

87 Fixed Interest Stocks . 

4,350,570 

4.445,770 f 

95,200 

t- 

2-2 

315,325 

13 British Railway Ordinary Stocks 

+72,406 

+72,406 

, , 

, 

, 

18,900 

5 Indian Railway Stocks 

26,617 

26,621 ' 

4 



88,350 

5 Colonial Railways 

120,949 

121,092 . -f- 

143 

-h 

01 

474,000 

11 United States Railway Shares . 

292,936 

293,646 1 4- 

710 

4~ 

02 

141,200 

20 Foreign Railways 

27,828 

27,768 ’ - 

60 

- 

02 

59,685 

13 British Bank Shares . 

204,992 

209,355 ! : 

4,363 

i 

2 1 

43,000 

18 Colonial and Foreign Bank .Shs. 

69,792 

70,030 -H 

238 

4- 

03 

18,121 

: 10 Brewery Stocks .... 

65,669 

65,687 -h 

18 

4- 

00 

17,750 

7 Canals and Docks 

21,783 

21,777 1 -■ 

6 

-- 

0 0 

146,916 

1 38 Commercial and Industrial Shs. 

579,616 

595,907 i -h 

16,291 

4- 

2-8 

9,537 

1 8 Electric Lighting and Power 

+21,592 

; +21,592 i 

. • 

■ 


15,100 

j 9 Financial, Land and Investment 


' ! 





1 Shares 

30,683 

31,238 i + 

555 

4- 

1-8 

30,680 

1 7 Gas Stocks 

+27,895 

: +27,895 , 




9,343 

17 Insurance Shares 

235,108 

242,544 : i 

7,4.56 


3-2 

58,294 

; 14 Iron, Coal and Steel Shares 

100,223 

100,471 ■ -i- 

248 

4- 

0-2 

3,100 

j 5 Nitrate Shares .... 

627 

641 , -f- 

14 

f 

2-3 

42,649 

10 Oil Shares 

193,814 

194,468 ; -f- 

654 

-f- 

03 

5,402 

j 9 Rubber Shares .... 

2,253 

2,311 ■ 

58 


2-6 

17,456 

5 Shipping Shares .... 

27,762 

27,828 ; 4- 

66 

-f 

0-2 

1,890 

1 6 Tea Shares 

; 5,428 

i 5,473 : ; 

45 

i- 

08 

20,808 

j 9 Telegraphs and Telephones 

: 56.839 

; 56,859 ! 

• • 



27,716 

7 Tramways and Omnibus . 

44,692 

: 44,793 1 4- 

101 

+ 

0-2 

29,517 

19 South African Mines . 

87,674 

; 87,126 j - 

548 

— 

0-6 

28,735 

6 Copper Mining Shares 

38,380 

43,931 ; 4- 

5,551 

4- 

14-5 

11,859 

7 Miscellaneous Mining Shares . 

9,844 

1 9,994 1 

150 

-} 

15 

1.635,333 

278 Variable Dividend Securities 

2,365,402 

2,401,433 ’ + 

36,031 

+ 

1-5 

6,683,433 

365 Grand totals . 

6,715,972 

6,847,203 

131,231 

: H- 

2*0 


t DetiKnation of gold bonds retained though title apparently unwarranted. 
t Entered at resting prices. 
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BANKERS’ MAGAZINE SHARE UST 


BANKS 


lM*\ 

Total 

Total 

Dlvldand 

for 

for 

Actual 

Year 

Previous 

Year 


- 


1/6 



1 5/ 

1/2K 

Hi- 

2/4> 

i 2/44 


2/ 

nt 

— 

l/Ht 

SHk 

8/ 

8/ 

X9 

X15 

X14 

4/ 

6/ 

6/ 

30 cents 


$140 

9/$ 

— 

1 34/ 1 

40 cents 

— 

$180 

1/4H 

2/7A 

2/ 

9W. 

- - 

1/74 

1/ 

. — 

— 

1/D. 

1/D. 

— 

90 cents 

— 

$1 20 

l/4f 

2, 9.; 

16/** 

u.t 

— 

l/t 

2% 


4t 

5 76J. 

— 

lV52d. 

1/ 


2/ 

2/ 


4/ 

1/ 


2/ 

tf 

— 

4/ 

5/ 

8/ 

7/ 

2/ 


7/6 

6/3 

8/9 

7/6 

Ud. \ 

1 1/2;! 

1 22 

X3 ' 


X'5 

4/ 

4/ 

4' 

1/4* 


2 9: 

6d. 


1/ 

4/44 


8/9 

1/9 

< — 

3/6 

17/6 

35/ 

35/ 

17/6 

35/ 

35/ 

7/ 

14/ 

14/ 

4/ 

8/ 

8/ 

4/ 1 

8/ 

8' 

1/74 1 

3/2;^ 

3/22 

1/2K ; 

2/2^ 

2. 2^ 

lOOpBtS 

200psta 

200psfs 

20/ 

40/ 

40/ 

3/6 

5/ 

4/ 

1/ 

2/ 

2/ 

1/ 

2/ 

2/ 

1/2-28 

— 

, 2 4 56 

l/8« 1 

— 

' 3/4 • 

I/O* : 

— 

, 3 41) 

8/ ; 

8/ 

8/ 

35 cents > 


$1-40 1 

1/9X . 

— 

! 3/7A : 

1/3 

2/3 

2/3 

1/ 


' 2/ 1 

1/92 1 

3 -7). 

3/7,1 ! 

1/^ ! 

2/6 

2/6 

! 1 


Quotations Quotation. 
NAME , JniJ« 15, July 15. 

I 1954 I 1954 


Alexanders Discount Co. Ltd. {(.2* with iCl paid) 

Do. do. 6% Cum. Prei. CjC2) 

Australia and New Zealand Bank (X'2, with paid) . . 

Bank of Adelaide .Stock 

Bank of British West Africa l.td. (XIO, with paid) . . 

Bank of I reland Stock 

Bank of I.ondon & .S. America Ltd. Stock 

Bank of Montreal {London RttiiUr) (110) 

Bank of New South Wales {London Register) {£20) 

Bank of Nova Scotia (London Register) ($10) 

Bank of Scotland (Govemor & Co. of) Stock 
Barclays Bank (Dom., Co’. & Overseas) " A ** Stock 
Barclays Bank l.td., Ord. .Stock 
British Bank of The Middle East (£10) . . 

C^lanadian Bank of Commerce {London Register) ($10) . . 
Chartered Bank of India, Australia & China, Stock 
Commercial Bank of Australia Ltd. Ordinary {London Register) 

(10/) 

Commercial Bank of Australia l.td. 4% Pref. (London Register) 

(XIO) 

Commercial Bank of Scotland l.td., ** A ” Shares (>C1> with 6/ 
paid) 

Commercial Bank of Scotland l.td., “ B ” Shares (41) 

District Bank Ltd., “ A ** Shares (>(5, with £1 paid) 

Do. do. •* B ’* Shares (^1) 

Do. do. “ C ” Shares (^1) 

Eastern Bank l.td. (X'lO, with LS P<*id) .. 

English, Scottish & Australian Bank I td. (£5, with £3 paid) . . 
Hambros Bank l.td. (X'lO, with £2i paid) 

Do. do. “ A *• Shares (XI) ., 

Hongkong & Shanghai Banking Corp. {London Register) ($125) 
Ionian Bank l.td. (£5) 

Lloyds Bank Ltd., ** A *’ Shares (£§» with £l paid) 

Do. do. “ B Stock (XI) 

Martins Bank 1 td. (£20, with £2i paid). . 

1 )o. do. (£J) 

Mercantile Bank of India Ltd., ** A ” Shares (£25, with £l2i pd.) 
Do. do. do. ** B ** Shares (X25, with Xl2J pd.) 

Do. do. do. “ C ** Shares (X5) 

Midland Bank Ltd. (Xl2, with £2t paid) 

1)0. do. (X2*) 

Do. do. (Zl) 

National Hank l.td. (£5, with X'l paid) . . 

National Bank of Egypt (Bearer) (X'l.lO} . . 

National Bank of India Ltd. (XL with 12/6 paid) 

National Bank of New Zealand l.td. (£7i, with X2i paid) 
National Discount Co. Ltd., ** A " Stock 
Do. do. B ” Slock 

National Provincial Bank Ltd., “ A " Shares (X5, with 14/ paid) 
Do. do. do. ** B *' Shares (X5> with XI paid) 

Do. do. do. Shares (XI) 

Ottoman Bank (Bearer) (X20, with XIO P»id) 

Royal Bank of Canada ($10) 

Royal Bank of Scotland, Stock 

Standard Bank of South Africa Ltd. (£2, with XI paid) 

Union Discount Co. of London, Ltd., Stock 
Westminster Bank l.td. (£4, with XI paid) 

Do. do. Stock 


53 

n h 

37/6.V1I 

30/ 

7.'; 

5 

X16 

314 

X164 

60/ 
39/xd 
45/ 


94 

94 

78/ 

40/ 

224 

27^6 

86/6 

48/ 

54/ 

78/6 

82/ 

.lit 

84/ 

39/6 

49/ 

84/6 

56/6 


51ixd 

47/6xd 

39/6 

30/ 

8 

xfi* 

61/ 

43/ 

48/6xd 


25/ 

i 24/ 

X134 

X15 

42/6 

43/ 

16/6 

17/ 

4 

4 

22/ 

i 23/6 

42/6 

; 44/ 

91/6 

1 90/6xd 

42/ 

! 44/xd 

92/ 

93 /xd 

8! 

83 

5ii 

6ffe 

81 

8i 

32/6 

22/6 

X934 

X93i 

67/6 

65/ 

41/ 

65/xd 

24/ 

23/6xd 

9:; 

lOixd 

82/ 

84/xd 

28^ 

29 

28 1 

29 

11 

1 D_ 


93 

94 

81/6 

40/ 

24h 

26,6 

91/6 

42/ 

48/ 

56/xd 

79/6xd 

83/xd 

8 

X15i 

89/ 

42 1 
50/xd 
90/6 
61/ 


I 


I 


I 


'Bank-Insurance Units 
*Bank-Units . . 

^Scottish Bank I. & I. T. Units (Scotbiti) 
♦Jnvesunent-Truat-Uniti 

* These prices include stamp duty and commiasion. 
+ Free of Income Tax. 
t Australian currency. 

II None on offer, 
xd. — Ex Dividend. 

For £5 stock. Now quoted in £1 units. 


25/44 
25 >74 

33/44 

33/14 


26/10 

26/9J 

34/44 

34/14 


August, 1954 
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BANKERS' MAGAZINE SHARE UST 


INSURANCE 


LMt Toul 

Dividend for 

Actual Year 


I Total i 
I for I 
j Previoui I 

V 


14/ 

24/ 

22/ 

14/ 

24/ 

22/ 

8/ 

15/ 

15/ ! 

6/t 

7/6t 

11/t 

24 

5 

5 

2/6 



4/6 

6/6 

11/6 

10/ 

3/3 

5/ 

4/6 

3 3 

5/ 

4/6 

4|d. 

9i.d. 

9'd. 

4|d. 

9^ii. 

9,iJ. 

L 

1/74 

1/74 

3/ 


4/6 

2/6t 


5/t 

4/ 

6/ 

6/ 

td. 

1/ 

1/ 

3/6 

6/ 

5/ 

2/ 

— 

4/ 

4/3 

6 9 

6/9 

3/ 

4 6 

4/ 

2 

— 

4 


6/6 

6/ 

D/t 

13/9 

n/t 

20/ 

10/t 

18/9 

4M 

9\j. 

nd. 

5/ 


10/ 

2 

' 4 

4 

11/6 

i 20/ 

18/ 

14/4-209 

18/10-209 

17/0-716 

8/t 

i 12/-1- 

12/i , 

lid. 

1, 2i 

1/2/; ' 

8/6 

17/ 

E/6 

— 

17/ 

2/3^ 1 

2/3^ 

i 2/3;' , 

1/ ! 

— 

1 

6d. 

— 

1/ 

15/t 

— 

1 21/t 

2/6t 

2/6t 

, 2/t 

3/ 

, — 

! 2/6 

6/ 

10/ 

i 10/ 

5/9 

11/ 

1 10/ 

4/ 



15/ 

- 

1 26/3 

3/ 

5/ 

' 5/ 

2/10 

5/ 

5/ 


— 

3/6t 

1/ 

1/ 

1/ 

2/ 

2/ 

1/104 

4/9 

i 8/ 

8/ 

9/6 

i 16/ 

16/ 


I 



NAME 


Alliance Assurance Co. Ltd. (^20, with paid) 

Do. do. New .Shares (X'l) 

Atlas Assurance C1 a>. I.td. with 10 ' paid) 

Britannic Assurance Co. Ltd.* Ord. Stock 

Do. do. 5% tax-free, Cum. Pref. Stock 

Caledonian Insurance Co. (>C1» with 10/ paid) , . 

Commercial Union Assuranc Co. Ltd., Stock . . 

P.agle Star Insurance Co. I.td , Ordinary (10/) . . 

Do. do. Ordinary (^3, with 10/ paid) . . 

Do. do. 4% Cum. Pref. f^l) 

Do. do. 4% 2nd Cum. Pref. (^1) 

Economic Insurance Co. Ltd. (£1, with 5/ paid) 

Employers’ Liability Assurance Corp. Ltd. 

Equity A Law Life Assurance Soc. (X.?, with £1^ paid) 

General Accident, Eire & Life Assurance Corp., Ord. (£1) 
General Accident, Fire & Life Assurance t'orp.. Cum. 5% Pref. 

ai) 

Guardian Assurance Co. Ltd., Ord. (/^I) 

Do. do. do. Pref. non-Cum.) (jC4) 

Legal & General Assurance Soc. Ltd. (£1, with 5 ' paid) 
l.icenses A General Insce. Co. Ltd., Ord. (XI, with 10/ paid) 
l.iverpool A London Globe Insce. Co. Ltd., 4% Perp. Deb. Slk. 
London A l.ancashire Ins. Co. Ltd., Stock 
London A Manchester Assce. Co. Ltd. {£1) 

London Assurance, Ord. (X2|) 

Do. do. 4% Cum. Pref. (Xl) 

North British A Mercantile Insce. Co. Ltd., Ord. (XI D 

Do. do. do. do. 4% Pref. Stock 

(Non-C2um.) 

Northern Assurance Co. I.td., Ord. (£10, with £l paid) 

Do. do. Participating Pref. (X7 1 ) 

Pearl Assurance Co. Ltd., Ord. (XT) 

Do. do. 6% (T ax free). Cum. Pref. (XI) 

Phoenix Assurance Co. Ltd. (XlO, with X^ paid) 

Do. do. (XI/ 

Planet Assurance C3o. Ltd., Ord. (£1, with 10/ paid) . . 
Provincial Insurance Co. Lid., 10% Cum. Pref. (£1) . , 

Do. do. do. 25 Cum. Pref. (4/) .. 

Prudential Assurance Co. I.td., ** A ” Shares (Xl) 

Do. do. do. ** B ” shsres (XI» with 4/ paid) 

Beinsurance Corp. Ltd. (XL with 10/ paid) 

Royal Exchange Assurance, Stock 
Royal Insurance Co. Ltd., Stock . . 

Scottish Union A National Ins. Cm., A " Shares (XlO, with XI 
paid) 

Scottish Union A National Ina. Co., ” B " Shares (X5i with X3| 
paid) 

Sea Insurance Co. Ltd. (XD 

Sun Insurance Office Ltd. (XL with 10/ paid) . . 

Sun Life Assurance Society (XI) 

Victory Insurance Co. Ltd., Ord. (16/ with 6/ paid) 

World Auxiliary Insce. Corp. Ltd. (XL with 10/ paid) 
Yorkshire Insurance Co. Ltd. (X2i, with 10/ paid) 

Do. do, (XD 


QuotatiotM ; 

Quoutlona 

JuiH* 15, 

July 15. 

1954 1 

1 

1954 

i 

294 i 

32 

30 * 

324 

— i 

8 * 


6 

33/xd 

33/ 

6 

64 

71/3 

77/6 

111/i 

117/6 

101 9 

106/3 

17/6 

18/ 

17/6 

18/ 

'29 '6 

31/3 

96 3 

115/ 

134 

14*xd 

74 

94 

22/ 

22/6 



82/6 ! 

! 83/6 

lUxd ' 

144 

5| 

5i 

921 

92* 

74 

8* 

19i 

21* 

25* 

261 

18/ 

18/ 

13* 

14* 

87*Kd 

89* 

274 

304 

22* 

24 

20i 

22* 

57/6.'td 

37/6 

201 

23* 

21 

1 23* 

60/ 

i 60/ 

37/6 

; 37/6 

20/ 

i 20/6 

39* 

43 


5 A 5fil 


81 J i 77/6xd 


6* 

8* 

134 

154 

8* 

9i 

33* 

344 

5* 

64 

6 

6*4 

84 

94 

38/ 

' 37/ 

40/ 

i 40/ 

114 

i 134 

23 

264 


i ! 

1 I 

*Insurance-Unics .. •• •• •• .* 36/5^ I 28/7Ixd 

♦Conbits ' 16/10^ I 17/9 


* These prices include stamp duty and commistion. 
t Free of Income Tax. 
xd. — Bx Dividend. 




INTERIM BONUS RATES 

N C R E A S E 

WHOLE LIFE 


/6% p.a. 


ENDOWMENT 


40 /-% 


/- /, p.a. 


(According to age at maturity) 

For MUTUATs satisfaction^ consult 

NATIONAL PROVIDENT INSTITUTION 

FOR MUTUAL LIFE ASSURANCE 

— Establisukd 1H35 — 

48, GRACECIIURCII STREET, LONDON, E.C.3 

Telephone: MANsion IIottsk 1481 


DOCUMENTARY CREDITS 

This series of articles, reprinted from The Bankers' 
Magazine, offers a study of documentary credit work as 
seen from the British point of view. It provides infor- 
mation to help those bankers who find themselves called 
upon by a customer to open a documentary credit, and 
those who, in some way or other, become a party to such 
a transaction, whether as a paying, negotiating 
or transferring banker. 

Designed to fill a serious gap in post-war banking 
literature, this series will delineate British procedure for 
overseas bankers more familiar with the Uniform Customs 
and Practice for Commercial Documentary Credits. 

Price Two Shillings {including postage) 

Obtainable from Waterlow & Sons Limited, London Wall, E.C.2 
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Bank Reports, Meetings, etc. 


BARCLAYS BANK LIMITED 

Statement of Accounts, June 30, 1954 

LlABILITlliS 

(Airrcnt, deposit and other accounts (including balance of profit and loss) 1,38 1,488, 154 0 0 

Acceptances, guarantees, indemnities, etc., for account of customers .... 47,212,497 0 0 

C'apital aurhorised — 29,000,000 ordinary shares of ^[1 .'ach, £29,000,000 ; 1,000,000 
staff shares of £1 each, 1,000,000 — £30,000,000. (Capital issued (converted 

into stock) — ordinary stock, £22,247,653 ; stall stock, £667,050. . . . 22,914,703 0 0 

Keservefund 12,750,000 0 0 

£1,464,365,354 0 0 


ASSliTS 

t'ash in hand and with the Bank of Imgland £114,197,862 0 0 

Balances with other Ikitish banks and cheques in course of collecru>n . . . 59,538,738 0 0 

Money at call and short notice 80,765,000 0 0 

Hills discounted — British Cjovernment Treasury bills, £219,075,000 ; other hills, 

£T 1,645, 900 250,720,900 0 0 

Investments — Securities of, or guanintecil by, the British Government, £491,385,575 
British Dominion, Provincial & (Adonial Gcn'cmmeni securities, and British 
f'orporation stocks, £18,037,906 ; <ither investments, £396,351 .... 509,819,812 0 0 

Advances to customers and other accounts 370,779,478 0 0 

Trade investments — 

British Linen Bank stiK'k 3,728,558 0 0 

Other subsidiaries — including fully paid stock and 500,000 “ H ” shares of £5 
each, £2 per share paid up, in Barclays Bank (Dominion, Ck^lonial and 
Overseas) and 1,000,000 shares t)r£l each, 5i-. per share paid up, in Barclays 

Bank (France) Ldnuied) 9,753,388 0 0 

Other trade investments — diiclading 2,638 shares of £1,000 each, £500 per 

share paid up, in Industrial and C'ommcrcial F'inance C "orporation Limited) 1,957,420 0 0 

Bank premises and adjoining properties 9,891,701 0 0 

Gusiomers’ liability for acceptances, guarantees, indemnities, etc 47,212,497 0 0 


£1,464,365,354 0 0 


THE BRITISH BANK OF THE MIDDLE EAST 

'Pi It- profits for the year, after making provision for expenses of management, general charges in 
London and at branches, taxation, and contingencies, amount to £113,814, to which has to be added 
£1 30,951, brought forward from last account, making a total of £244,765. 'Phe directors now recommend 
payment of a final dividend of 51 per cent, subject to income rax at 9.s-. in the £, making with the interim 
dividend of 2 per cent, a total for the year of 1\ per cent., subject to tax. It is also proposed to add 
£50,000 to reserve account, which is thereby increased to £1,350,000 and to carry forward £132,890. 


VOL. CLXXVIII. 
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BANK RliPORTS, MliKTINCiS, PTC. 


lialufic€~yfu’ct-t AL/n// 31, 1^54 


i.JAi;ii ! Ill s 


lapilal — Aiithoriscd, is'-ucil anJ I'lilly called up: — 1.500,1)00 ordinary sliarcs ol'/,'l 

Revenue reserves — Keserve acLoiini, /. 1,550,000 : prnjit and los'^ accoiini, £1 32,890 
"urrenl and dept'si! accounts, hills pavahle, provisljiii'- ami re^ervt-s lor coiiiin.«encies 
and liixalioil on prolils to date, £43,15H,575; proptiscil linal dividend, /css 

iiuoine lax, £45,375 

Credits and f'uaraniees <'n hehalf ol cu^iomers 


£1,500,000 0 0 
1,482,890 0 0 

43,203,950 0 0 
7,463,064 0 0 


Ndii*. ; I, III .I'-tii'vl MV I- ^vitli thi- i< -i-I.jiiKit p.i' id 1>. ‘.h.ifi l-.'lilt IS I'.'i |iii\ 21. ll.r 

.lul III <1 isi.' J i.ijiH'il 111 ll'.i- Ii.is I'lin III, k.islU JiiiM / 1 t.- y,l seii.lH'U, 

.•I'd ihf sum 111 /, ‘500,000 ln'iii tlic i.-.t\i .iiiniiiit li.is lut-M , iiiMt.ih'i ,1 I*-. i'iuii»:, 
iirtliud ;is lull-, ji.mi iip, <^l..trr]iii!(li r . SOO.OOO -liin s i -1 / 1 ■ u li 1 ii,- ■.urn nj 

/.SOO.OOO li;i , l)ci M ti.iM'li. ncil Irmii tin.- h.inl n p,,-. ;.i ii;i published les, |■■■e 

2. I III- i (irti Ml .issets .iiul li.ibiMtie’- .ibiii.di h.iv, b, , n . , Mtd .it tJie i.i! s -t vijeiiii',- 

Tiiliiii- .11 ii 11, 1054 

h lilt siil)-!di.iJ V I i-mji.mv till. . niti ii id- .iii.l !. is rii i.i'- i:. idu i pi.aii hit li-ss !.‘i the 
Mai. Ill Ml \v I'l I he iiisuMiitii .11:! .irui'um ' jiim i J . I i. .■ 'hd :Ii d ii v .<ui'ls h.i\ e ii-’l 
I'ei II Jill ji.ired 
V I )jlei tills leMUln I.llH'll ■ 

■| 111 .iL'i.'n iMte .111 II MU It !• i\ .if’I' Ii! Ii '•p' . • . .1 1 hi ' ei • ; • . • dp e. !• •: i ; iI e n.ip.i 
nf ( 

! '■ t . . . IP I mo 

S. liiiliKiii! Ill iUlii.li! .I'-'il-. .lie •liliiliit. di|i'iMl. li.t,iMid '• U'Old liid'.:i iii.l 
) I ll|l ( rii-. i-IMUi lit |i ,'ul.lt|.'l|% i PIJTI-iri.r 
S. I 111 Mil s / ho. 

( .1 h / Isii 

b " ! 1 'I I e .III b iru ,i! d 1 1 >1 ii I ii I ' « if 1 ipd !i: ' ! . I li' | m i . ' .e .i, id ii.' i I lulls .iii. i 
Ii h "l.lpIlK l!.ll|s|i| .UUi'MlMlIl 111 f l'> ’11,7'ts 


/,5 3,f'.19,90d 0 0 


'inuti-N 1 Asm 1^ . 

('.ash in hand, ai hankeis .uul in ir.njMi 


\SM IS 


Money ai call and short no«Ke ... 

Investment' ; --(,}iuUed on I oiulon Sttiek h'x*. h inei.- . - ilntish (lOV-ernnKnt 
securities ami .duaiMnleed simk-., / 1 4,(>2t>. ISO , ( 'otninoinsealtii Cjovx rn- 
ment seeiinties, / 4S, ln,S ; iiuoied on Honih.r .'sti>s! l-Ai hanue ■ — I ndian 
Ciovernnii-nt securities, y.r)3,VlO n.\esti!H-ni‘- .in. . in liie .r'creo.ite, IhIow 
market \aliie) — 1 -1,828. (iTO ; nibicoiv'd .it or undeT eo'd : — loieii’n 

(rovernment seciniiies /^KUhOiH); iniscellaneom . /’MhVSO; suhMdiary 

eompany, /,'08 

Hills disconnled, adv.uues to eustomer' md otiier .uecuints .V ' i>r,)\ision Ipi- 
had and donldiiil ili-htsi ... 

Hills reeeivahk 


.4.7..:57.174 

8.802,757 


i-1,942,521 


ll,h)0,717 
3,72 3,668 


0 0 
0 0 


0 0 

0 0 
0 0 


•ixi-n AsM-.rs : — 

Hank and other premises — it cost, /. sn amounts written oil . 
i.iahility of customers lor ciAdils and edbirantees as per ecmtr.i . 


£46,086,841) 0 0 

100,000 0 0 
7,463.064 0 0 


£53,6-19,904 0 0 


The sixty-fifth ordinary general meeting of the British Bank of the Middle I^ast was 
held on July 20 in London, 'The Right Honourable Lord Kennet of the Dene, CLB.IL, 

D.S.O., D.S.C., the chairman, presiding. 

'The t'ollowing arc cxiraets from the chairman's statement, eireulaied with the report and accounts 
for the year ended March 31, 1954 

Our Accounts again slu^w a strong position. (3ur Deposits are up hy £4,000,0(10 to £43,000,000. 
('ash in hand and at bankers and money at call arc over £16,020,000, £1,01)0,000 less than a year ago, 
but our investments in British (lovcrnment and other securities stand at approximately £15,000,0(30, 
representing an increase of over £4,000,000 on the figures of the previous year. 
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A decline in ihe loial ot' credits and ituaraniees i>f 1,000,000 is olVset by an increase of 1,300, 000 
in advances to customers and bills discounted. Our lixed assets remain in llie balance sheet at X.' 100,000 
unchanged. 

You will recall that a ye.tr ago you passed a speci.il re.'olulion increasing our capital to X.'l,S0l\000. 
You received a dividend of 10 g'er cent, l.tst year on the old capital (W 1 ,0tl0,000. A vhstribuiion c»f the 
same amount of profits this year would call for a dividend of ()•! per cent, on tlie new capital. 

Altogetiier wv i'oiisiJ,,T the accounts show* such a degree lU strength aiul consoli».laii<'ii of our position 
as to justify the pa> incut tif a linal ili\ideiid of 51 per cent., makim*. a lotal ot 7! per cent, for the year. 
Vour l^oard pl.in lo r,.duce next year the disparity 1 h tween the interi u and Imal •.livideiids. 

rile pa.ssaee <'1' the yeai ^ lus now established the British U.ink of the Miilille lia?;t as an institution 
w'itli a inucli wiiler and tikmv active scope in its present form fli.m it had in its original form as the Imperial 
Hank ot Persia. We seek and find new' fields of utility, opened to us 1 v changing coiuiitums in the 
Middle 1‘asi, and appropriate to our special experience. 'Thus the ini>st eharacttiisiic e\cnts in our 
past year were the opening ot new branches in Hoinbay and ('alcntta, and .it Doha on the Qat.ir Peninsula 
m the I’er^ian (lulf. In Haidukui we oncnctl a new sub-branch in Kashid Street. 

We h.i\e iiad branches in liulia betore, one in Htnnbav, inun ISO] to P>(U) and again fioin P)19 to 
19 54, aihl one in (ialcuira from 1S92 to 1895, In 1S9‘>, 1900 anil 19 54 we e!»*sed the branches m Hombav 
and ('aleutia. The trend, o!' tr.ide llien between India and Persi.i was ilie reason. I’m now we have 
livi‘ brantiies in the I’ersian Cliilf wliere the currency i'- ilic Indian Rupee. Wc lia\c three branches 
in Saiuli .Xr.ibia aiul one iii .Xiieii, where iransaclion.s willi India are lonsulcrahle, not ti» speak of the 
tiade relaiit-ns between Iruli.i and this ci^uniry, in which wc can play a uselul part, and we iiave branches 
in other countries whicli trade aiili India. It is ihi, expansion in our scope wlueli lakes us Iviek to India, 
now that opportunity serves. 

The Naiioiiale Handel 'bank N.V., belter known Iktv perhaps by ’heir fmaner title, Nealeilandsch 
Indische Haiidelshanl;, iranslerred their branches in Hombav and (’.ileufi.i tt' iis tui laiiuarv I, the 
iieeessary licences having been (duained from the Iiulian ( jovernineni. P>t>th biaiulus were lalo-n ewer 
as going cemceruM sn ilial we liave aeejunvel a foimdatiiui on wliich we earn enlarge- the e'oinuler.ilile lousiness 
wlhi'li of late ye;irs we Iiave been buililing uj) W'itli Imlia. In tin- voihsl oi’ tins iiansa^iion w-ilh the 
Naiionale Handeisbank, we lia.ve elevelopeel a very lia.jipy relaiiojislup with liH-ni. W’e hope ami believe 
tiial we shall he ot ir e to lire eeiaioiny of India, in the ilevelnpinenl «»l lu-r trade- witli the otiier counirie, 
where we are. e-'iablislieel. .\lr<.-ady we luive cvieU-iiee lhai this will Is- so. 

Will' the pe-rmi -siim of lbs Highness Shaikh .-Mi bin Abeiiillah al I h.mi, Rii!ev ot (,)atar, a branch 
v.is i^peneii in lus eapiial ot Polia on Maivh 1. 'I’lie oillieKl at HiiUkan m C^Jaiar is at pte-.'enl pioelueine, 
at the late of iour million tons a \ear and tin-' rale of produe-iion is slionlv to be iiu rea‘'“i!. PiepataioiY 
wotk in eonneeiiiMi w-ilh (ut’-shore- e'lrilhn;; now in hand by the Shell ( .oiiipanv. Ihe usual aeiniiv 
eonnecleil witli the hndiu ; ol’ oil in liiilieno i>arieii ami unde\eK»pevl leinlory is ppieeedmg on prudent 
lines. 


In Iraei the tiio'-i im-goriant event ofilie vear has been the ( ‘.ormi.ii ion ol'ili- .M.iiesiv King b'ai-al II, 
whieh io(»k {'•iace i:i Ma\ , PP \ 'Pius was celebrau d Vviih expressions ol loyallv on the part (»t all seeiioi.s 
of the popuial ion. 

Oii prodmiKvi in fraej lias e:tv'ilnuied l') luerea e ihrough'uit the vear am! ti-.e hiimired inillioju h ton 
w:i- produced in 195 5. ii is <-stim'.Ueei that ilic revenue- accruing, to ban I'roui oil in 195 1 will anmunt 
to abinit l.n. 55 miiiion. d lie oillielJ in -oiuliern Irae] i- »>n!y ai the I'er.inniii '. ol its di-wlojaneni. 

Developiiienr wm;.- eominues steadily aiiel the larg.e- p.irt ot' tlie oil re\enues si-t asiele lor eapiial 
developiiieiu w<irl. is earciniiv a.lnnnisteteel on well thought out niojeet-. is foiiuuati- anioiigsi 

the eiil-producim: "tares ot the .Middle b'asi in as much as she ha reads pi.n Heal ’pioieeis on wim Ii s|;enel 
her revenue v.luch themseises, in tltc iiiUncss of t iim-, will heeomc reveniu- nioeluein;:. 

In Kuwait luueh progress ’.-as Iven made eluting tlic \c.'ir. Kuwiii now po* ■ e-.w--' several very line 
schoids aiul a. number of new roads. His Highness’s (7o\crnnK-nl is gi;'in!: priority to a jupe.- line to bring 
frcsii water to Kuwa.: from ilu- Sliait al .\rab in Ira».| le*rritory, ’1 i:c jdans and poluieal arran:;i-ments 
for this mav take ;ome time to make, but nmlung could re:duce- the high eo i o( lising in Kuwait more 
than rhis, which will enable loodslutl's Ui lu raised in Kinsaii iiselt. 

During the last year we v.ompleleel and occiipicel ihe e.xlen ion to our Kuwait -illice aiul four new 
dwelling houses I'or our Staff. 

It gave us particular pleasure to he honourcii by meeting His lliglnu-' - the Ruler Shaikh .Sir Abdulla 
al Salem al ,Subah on the occasion e)f his visit to Hiigland tor the (km mat ion of Her Majesty. 

In Hahrain trade has been generally satisfactory. Work on the new electric power station, utilising 
natural gas from the oilfield, has begun. After completion, electricity should be extremely -cheap in Hahrain 
and it is hoped that new industries inay be founded to utilise it. 
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Plans for ihc construction of a deep sea pier have reached an advanced stage and the contract for 
the preliminary dredging work is likely to be put to tender in the near future. Other development work 
of a iisei nl nature is in hand. A large part of the revenues continues to be spent to excellent advantage 
on ediicaiion and public health. 

His Highness the Ruler of Bahrain visited Lontlon for tlic Coronation and your Directors are happy 
to liave had the honour of meeting him. 

At Dubai our business continues to prosper. Our new premises, which include air-conditioned 
accommodation f<.>r our British Stall, have been completed and are a gi>f>d addition to the buildings we 
have already constructed in other Persian Ckilf centres. 

At Muscat our business camtinues tn 'xerve Hi^ Highness the Sulian and his people. So far oil- 
prosperity has not reached Oman ; in iaci. siit h prosperity at other places leiuls to induce the population 
lo emigrate lo those centres. 'I herc i' )n>pc, however, ih it bcfoiv lung oil will be discovered somewhere 
in the Sultanate, with a eonosp«mding increa'-e in the wealth (»f ilx. inliabitants. 

Our tliree I'^raiielies in Saudi .Arabia are now weii-esl.iblished and we liave evidence that the facilities 
thus made available by a Pirilisli bank tc .:j pn ciatcvl. 

During tlie year we liad ^ad ov.casii>n t(» mtiurn the death cd' Hi^ Majesty King Abdul A/iz Abdul 
Rahman al I’aisal al Sand, the ever faithtul al!\ i>l our country liinmgh main ilillu iilt years and the great 
regenerator of his <nvn. His eldist son. King Sand ihn Abdul Aziz al Saud, ^iicccedeil lo the throne 
of his lather and there is no doubt that the sieadv proe.n^'S of the country uiuii r his wise ride will Cinilinue. 
As in other Midille P!asl omniries, mueli inah rial development is in liand and in the laetern Provinces, 
at Alkhohar and Dammam where we have branehen proirre" has been almost siannne. Wo have 
reeentlv movial into a new otlge building in Dainicam, and plans Jo.*- new' oll'ice preiniws at Alkhobnr 
arc in hand. 

At Jeddali, where wo have been. cMablished longest in Saiith Arabivi, tlie town eimtiiUie^- ii'- grow in 
size and there is mnsiderable building activity. 

'The oil wells <»l” the Arabian American Oil ( ompanv in tlie ea-tern pmi'inei are the main ••ource 
of the country’s wcillh and are still the biggesi p•rol^lk:l^^ hi the Midelle lia .r. Ihiiish exporters have 
gooil oppoi lunities o| expaiuling ilieir sales in Saudi .Xraih.i. 

In Syria, wliere we liave branilies at Dama-ius and .Meppo, Je\ elojunent without tlie help of 
revenues from oil ,md wiilami cMeinal ai»!, eoniimg ^ on the lines naiiiral that country. I ike Iraq, 
Syria has laml am! water to put iv' ic e aiul this she ix doing witli success, in 1^5 h there was an excellent 
harvest, the wheat crop, being estimated at Ivivveen S'>n,iH)0 and l,lHM),()l)() tons, giving an exportable 
surplus of dl)l),00ll liMis ; the l\irlc\ cn^p w.is estimated at -DO,!)!)!) tons, with an esporiable surplus of 
150,000 tons. Recent political events caused very little jmerrupiioii of business life. 

In the Republii of 1 .ol^anon an cniigluencil poliev to attract invCMmeut in new industrial ventures, 
ilcvelopmcni of ihe ioiirisl industry and general trading i.kililies, ha:, tloiie much l») otlsci a sliglu 
recession in iravie last year. T lie impoitancc of I’eiiut a'^ .m airport is illuslrated. by the fact that dO.OOO 
passengers a month moveil througli Beirut .Airport in PH 5, eraiiparcd with 2.000 a month in 195i). 

Banking compeiirion m ilie 1 .ebanon is irkicasingly keen, but our branches continue to hold tlic 
ground ilicy have won. 

In ji^rtlan tlie event of liie year was the ( '.oronatnui of His Majesty King Hussein, amidst scenes of 
great I'ublie rejoicing. 

d’he pn'blcm id' how to settle ilie half-milhon reiiigecs from Balesrine m Jor'dan seems no nearer 
sohiiii'ii. 'I ho United Nations Relief and \\\’iks Agemy for Balesrine Refugees continues to provide 
minimum food, clothing and shelter, but little progress has been made in finding em]>loymeiu for them. 
Work on tb.e Varmouk River irrigation pioject, wliich 1 mentioned to you last year, has unfortunately 
been held up. 

At .Aden our recently established branch lontinucs to progress. During recent months restrictions 
on trade ha\e been eiuisiilerably rclaxctl and impt>rt licensing has been largely done awa> with. T his 
shouKl assist the entrepot trade. 

Dur branch in I .ibya w as opened oon after the foundation of tlie newv state ; and has to establish 
itself in a community in v. hieh many of the political conditions arc novel, but the commercial and tinaneial 
conditions aic long-established, 'i'hc field for an expansion of banking activities has therefore some 
ditficiilt aspects, which the future may remove. Our hope that other branches might be opened along 
the southern shore of the Mediterranean has not yet been found capable of realisation. 

Report and accounts were adopted. 

AugusTf 1954 
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COUTTS & COMPANY 

Starcfucnr of . U counrs^ June H), 1954 

Capital authorised >('2,000,000. 

Capital issued and paid up, /;i,000, 000 ; reserve fund, ./:i,000,000 .... .4:2,000,000 0 0 

Current, depi^sir and other accounts includin'^ inner reserves and provisions, 

4:52,866,99 1 ; amounts due to subsidiary companies, ,4600 52,S()7,594 0 0 

Liabilities for acceptances, endorsements, eniaai;ements, etc., as per Cl Ultra . . 2,201,061 0 6 

Criicio a on t indent h.ibiliiy tor ,..ipilal in rc>pe».t i>l ' s port-.oii the t i.b- ins cMin-.rnts.'' 

4:57,(H)S,6‘S5 0 0 

ASSh IS 

('oin, bank notes and balances with, the Hank ol Lnuland 4/1,551,905 0 0 

Halanccs with, and cheques in course ot Cidlcclion on, other banks in the I'niieit 

Kinedojii and Ireland and cheques, drafts, etc., in transit 2,695,78^ 0 0 

Mcukv at call and short notice <?,277,100 0 0 

Hills discoLmted-~Hiitish thn'eriimeni 'I'lvasurv bills, 4:6,200,00lL bills payable 
be Hriti‘.h lirms and insiituiions in liie L’niied K.' mdoiii, 4.‘>20,2V) ; (Uher bills, 

4:55,711 6,775,97^ 0 0 

inicsiiiieifs at less than market value — Hritish (lovernment securuics ami si-curilies 
;;uar;. arced by the Hritish Government, 4' ^^•>'^‘'2,6 57 ; other ijiioied mvesimenis 
im-Iuoin; securities ol l’)nminion tV (d>itmial Governments, Hntish ptihlic 

boards, and Hritish munieipal corporations, 4225,209 18,515,816 0 0 

.\d\ances to customers and otlier accounts 1^,527,461 0 0 

4:51,57 1,068 0 0 

Tiade investments at cost or under, 4i*59,026 ; subsidiary (nominee) companies 

sivares (written down to nil), nil 89,tt26 0 0 

Hank premises at cost, /tyv amounts written olf 404,500 0 0 

Liabilities of customers for acceinaaces, emiorsemciits, eimacements, etc., as per 

amrra .... 2,201,061 0 0 


457,068,65') 0 0 


♦ 

DISTRICT BANK LIMITED 

Sfaijnient of ehwufify. June 30, 1954 
i.iAiui.irns 

Autliori'-ed capital ... 4,10,560,428 U 0 

Capital iiaid up 4^/^70,428 0 0 

Reserve i'und . iiKlLiOina share premium account 4^76, 128 i 3,800,000 0 0 

Current, dejinsiL and other accounts 241,708,853 0 0 

Acecpiaiiccs, endorsements, ere 14,889,250 0 0 

4 , 263 , 574,^^11 0 0 


A.S.S1:TS 

Coin, bank notes and balances with the Hank of LmOand 419,683,612 0 0 

Balances witli and Cheques in course of collection on other banks in Gi. Hritam and 

Ireland 12,451,198 0 0 

Money at call and short notice ... 17,226,750 0 0 

Treasury bills 35,400,000 0 0 

Hills discounted 782,394 0 0 

Investments far or under market value) 96,852,638 0 0 

Unquoted investments .... .... ... 332,500 0 0 

Trade investments ... 601,027 0 0 

Advances to customers and other accounts 63,638,288 0 0 

Liabilities of customers for acceptances, endorsements, etc 14,889,250 0 0 

Bank premises account 1,536,854 0 0 


4263,374,511 0 0 
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^ 1,060, 000 0 0 
1,060,000 0 0 

SH,756,826 0 0 
43,1% 0 0 
2,014,809 0 0 
566,067 0 0 

4.6;,21>1,7% 0 0 


/•s-i. I • 

liaiik notes anO Ixilaiue will) il)i‘ IJ.ink ol l iiJano .... y 1.226,551 0 0 

balances with, aiul i lieiincs in course <4 «.t ^iion oo, t jn tlv^ Mriti !'. I'ies 4,S94,R42 0 0 

Money at call anO sluui noiite S.411,00'(» 0 t) 

Hills (iiscoLinied ... 106,206 0 0 

Invesinu-nts -uO at or uiuler inarKei *. .i!i:e - (i<'verninenr ^e^uritie'', 

/1 1 9,<'64,()67 ; other inoi<_,l o.v.tJtiiu,. / 6,s,,ltl ; h, at «.t»si /« ' re-eive •• 
ujuiiioleO seenritte', /'M(),6O0 ; , . '.iil'-iiljar\ lojupaiues writteti iioun to nil , 

nil ........ io,7i.s. '.S 0 0 

t 'jcii- 1 ', .1 1 1 '111 i:u’« m Ii.iImIh- if mu illi il , tj'ii i' m ii - p, • • • I .i pi u.*’it . t tl e ‘i \ i .i i.i '. 

Advances to i-iiMoiuer'- aiul oilier aeeounts. ; ajutaint vine b\ u!'Mtiiai\ 

eoMiii. lines y 04,,.’S0 ............. 2.1, / ‘■>6, 10:) 0 0 

I .iabil'.t ie-v o( eii .lomeru lor accept. nuv , ».onlii riit O. v tcvlifs aiul encaecmeii!- 76 O 0 

Hank prenhst s and other properties cost /i’^' amounts wniten o.'i .... 6‘h''.0f't) t) () 


.4.67,20 1.7‘).S 0 0 


GLYN, MUXS & CO. 

Abiulrcil Sialetnctit of atni J.iLif tfitic'i, June 30, 1954 

1 i.M’iit I I n . 

C'.apiiai — slock aurhoriseii and issueiJ 

Reserve ruiui. ... 

(airrent, depi'sit and other accounts 'inLlialii}.:; jinnisions and reserve for con- 

lint'cnciis; 

Amouill due lo subsidiary coinjmnK-s 

Acceptances and conliiincil credits on ai_coiml of c:J^l<^^■L r . 
linj^apeinenl s on account of customer- 




LLOYOS HANK LLMITHD 

SiuU'uu n! •'! . ji hole 5th 195-1 

i I MUI I rn :» 

('apital- authorised, .4.7-1,000,000 ■ subscribed, 5, iiV2,('76. 

tiapilal paid up hlj>. 810,252 0 0 

Reseive fund — share premium account, 1,14 5,()8 5 ; eeneral reserve, y.' 15, 556,317 I6,500,l.'00 0 0 

Cairreiu, depo.sit, and other actount.s, mcliidniLt Ciuitiimency acct>unts public 

accounts secured as per Note II arc alo' included ', y'l , I / 2,8-‘S,lki') . ^ 

balances in aecoum with snlssidiary companies, /bl'10,3'’.S 1,17 5,988,817 0 0 

Notes in circulation (Isle of Man) (.see Note 11 i 9.551 0 0 

Acceptances 3,06 5,013 0 0 

Hudorsements, guarantees, and other obligations 91,117,2/6 0 0 


/;i, 300, 488, 939 0 0 
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ASSl-.TS 

in hand, with Hank linyland and I'-asicrn Reserve Hanks .... 
Halaneo'. with, and ehe^.l\K•s in e<''urse of eolleetion on, other hanks in the I'niled 

Kini^dom and Ireland 

Money at call and sh n i muiee 

Halances with banks abroad . . 

Hritisli Crovernineni Treasiiiy bills ^ 108, ^(i^,000 ; Hritisli bills of e\i, Itan.Lie, 
4.'l,37n, lOl ; d. amnion, e»d,oni.il aiul hM’ei.rn bills iinehulinst India. IVtkisian 
and Hnrma rivasiirv bills, I . /.'2,d('S,J80 .... 

Investments see Noti-s I and 1 1 ' : '-Seeiirilies ot, or i;uaranteeil b> , the Ih iiish 
Chneiimten! 

fhlter iiuesnnenis, ineliulinL'. se<.‘iiriiies t>t nmninion atul ( ’oloni.d ( :nveri inenls, 
Hri»isi! imblio boarils and Hrilis.h municipal eorporaliMn^, ijiioieii 

3,041.800 ; unquoted V7,l 1 1 ... . ^ 

I -oans anii ad\aiii--s alter dedueiiin: provision h'r bad and dt>ubltiii ai.ein.ints 
Items in transit 


'Trade mvesiineiiis .- -Subsidiatv ei>mpanies — 'The Xaiavaal Hank I'l Sci'iland 
I.inmeil, eiM-eoliilateil ea'pit.il sUvk 4.4,.S0 7, idO •nominal', pa.iil up. 

taken at amv'uni paisi up, ’phis pniportum <0 iv erve funvl .iikI undn idi-d pniiiis 
I.lo\d.s Hank lixeeuior am.l I tusiee C',ompan\ -I'liannel Islands' I muted, 
b)0,b()0 share', ol' .^'l eaUi, tullv f'aid, at e<isf . . ... 

I Uiwls aiul National Ihovineial I'orei.un Hank l.iimted, l.hiUM) sj^ares i4 Sd 

eash, tully paiil, at /,‘5li per share 

Other trade investments 

Nmi - Ttu'ir js .1 ui'iiiiiiei III li.ihiliiv f >1 iiiu.i!li<i i .tpn.j) m i('s)'..i i «'l ,i jsiuk-ii i-i tU, him tiiuni. 
Other assets and aLeounis iiu huim;.; smulrv pri>perties at i.i>st,/c’.M amonnis wntli'n 

olid . , 

Hank premises, at u'si, /, vs anii'unts written till' 

LiabUiiies of ensiomers hir aescptanees, as per i:i>ntta 

I.iabiliiies of eitstoiners hn enilorsemenis, etc., as per eoniia . . 

Ninis 1. luj luni.- l'>i 1, i>t ll.c lif.s • Inu-nt- iii Mnlr.li i ihm ii'ini'iii si-iiiiiius 

.III'.! I'lll'T lllWSIIMfll!". SS 1' 'Ml till ill til liiV ll.’Mlss illH.Kil I'll ll.ls llltliRIll 

II SniiniKs lU'l 1 llivt Mi\ cst iiui.l , t,l lilii.v' J,\ lO, I*. (»(>(> ii- .iiii'i.il .ii< Imivt-.l Uir piil'ln 

.Mill I'llu'l il-'i'lillls .lll>i t'T ihi' M>'li- lss(U 111 liic Isli <•! .11. 

L 

MARTINS HANK LIMITi:!) 

S.’iHLiii, Ilf o/ . L i ' ;iiil<^ June 30, 10‘>1 
i ! vlUI I ! Il..> 

Capitab-ainhiirised, /:20,701,ld0 ; issued /j:"(),70 /, 326. 

( '.apilal — p,iiil up 

Reserve lunds .meludiiif.; sliare preiunim aieount X, 445, 779' 

C'.urreni, depiisit aiul iUher amounts 

Notes III eiri, ulation - Isle <4 .Man 
.-Xeeeprani. es iin aesevint (4 eu -ri’tners 
T.nHai>enii.nis kw asioimt ot ’..iisri >mers 


<i'.ash m iiand ansi at Ha.iU (4 Tiii^Iand 

Halanees \Mth, .iiui vl'.wiues in ^ourse i4’ i.iilies.tion i>n other banks m tli< Hnii'li Isles 
iMoney at tai: md at sb."ri netae 
Halanees with banks abiead 
'I’reasury bills ... 

Hills discounted .... 

Investments 

Loans, advances and (4hcr aciounts 

Liability of custt'iners bn* acsepiaiKC'. aiul en^afieiuent . 

Investments in subsidiary i.onipanies 

'Trade investments ..... 

Hank premises and other properis .... 


4:9.2,223,235 0 0 

52,809,448 0 0 

79,ViU>,000 0 0 

7,75 V)7 3 0 0 


2i>5,00'h3.Sl 0-0 

’>87,401,917 0 tN 


•U>,9V6,‘).’0 0 0 

.’99,770,21)0 0 0 
18,19^,57 3 0 0 

,18-;. 114,7 10 0 0 


h()45,8{)() 0 0 

100,000 0 0 

(>00,000 0 (' 
3,7(>7,()9^ 0 0 


5,480,910 0 0 

8,569,471 0 0 

>,06 1,013 0 0 

91,117,276 0 0 


1,300,188,9 39 0 0 


/ 1,315,046 0 0 

6,000,000 0 0 

318,18 3,082 0 0 

19,104 0 0 

1,V( •6,522 0 0 

1 3,5 30,222 0 0 

J 34 3,754,026 0 0 


/ 25,1 11,922 0 0 

16,243,460 0 0 

28,945,500 0 0 

593,079 0 0 

41,450,000 0 0 

3,2 33,182 0 0 

116,773,114 0 0 

91,093,367 0 0 

15,2 36,744 0 1) 
100,000 0 0 
664,745 0 0 

4,308,912 0 0 


4. 343,754,026 0 0 



168 


RANK Rl-PORTS, MEETINGS, ETC. 


MIDLAND BANK LIMITED 


Siatoncnt of Accounts, June 30, 1954. 

I.IAUlMlIhS. 

Share capital authorised— 2,869,079 shares of /,’12 cacli, 34,428,948 ; 2,000,000 

shares of f]2 lOs. each, ;J5, 000,000 ; 5,771,052 shares of £1 each, ^5, 771,052 . £45,200,000 0 0 

Share capital issuetl— 2,869,079 shares of /’12 each, £2 10s. paid, £7,172,697.1 ; 

1,921,677 sliares of £2 10s. each, fully paid, £4,804,192^ ; 3,181,731 shares of 


£1 each, fully paid, £3,181,731 . £15,158,621 0 0 

Reserve fund f including share premium account £2,871,224) 15,158,621 0 0 

CyUrrent, deposit and other accounts, including e«>nimgency reserves, provision h^r 
taxation and balance of profit ami loss account, £1,362,461,182 ; balances in 

account with subsidiary banks and companies, £25,600,963 1,388,062,145 0 0 

Acceptances and confirmed creifits on accj»u»u of customers 23,308,123 0 0 

ImgagcmciUs on account of cusiouH 29.286,690 0 0 

£1,470,974,200 0 0 


ASM T.S 

Coin, bank note''- and balances with the Hank of luieland £P 3,855,689 0 0 

Balances with, and cheipies in coutse of collection on other banks in the British Isles 6l,68t),268 0 0 

Money at call and short notice 8 5,012,323 0 0 

Bills discounted '-Hritisli 'I'reasiiry bills, £243,356,0/6; tulter bilU, £56,246,398 279,602,474 0 0 

Quoted investments rincliuling £55,000 nominal lodged foi public account — 

Sccuniie.s of, or guaranteeil In, llic British ( nnvrnnient See Nt>re 1) 

£487,949,158 ; other investments at or under c<»st aiul below market value, 

£29,080 487,978,2.38 0 0 

Sundry umimued investments at cost, icss provisions - See Note 2- . . 1,876,828 0 0 

Advances — Atfvances to customers atul other accounts, pnwision for doubilul 
debts, £371,572,995 ; Midland Hank INecutorand 'i'ru''tee ('oinpany I.inmed — 
loans on l’)chalf td clients, £1,286,5 31 372,859,524 0 0 

Liabilities of customers for acceptances, confirmed credits and engagements . . 52,594,81 3 0 0 

Shares in subsidiary banks and cmuinmics' -Helfasi 15anking C'ompany Limited — 

200,000 shares of £12 10s. each, £4 paid, /,'80«)dH)0 ; reserve and undivided ^ 
pnifits, £ 1 ,262,696— £2,062,696 ; Clydesdale & North of Scotland liank 
Limited — 100,000 shares of £50 each, £10 paid, /'l,OtK),000 ; 65,200 shares of 
£50 each, £17 10s. paid, £1,141,000; 30,000 shares nt £10 each, fully paid, 

£300,000; reserve and luuiividcd profits, £3,899,257 — £6,340,257 ; Midland 
Bank B.xeciiior aiul T'riistcc ('ompany Limited - 200,000 shares of £5 each, 

£1 5s. paid, £250,000; share premiums, reserve and undivided prolils, 

£213,492 — £463,492 ; sundrv nominee companies at cost, /css amounts written 

off, nil . . . . . ■ . . 8,866,445 0 0 

Bank premises and other properties at cost, less amounts written off and provisions 8,647,598 0 0 

Noies — ( D Invc.^inuTiis in Hritihh ( lovcrnincnt scciiriues .iri- sl.iTcJ .it a book value w Inch is al or under 
cost ami lu-low rtvlcmpiiiui iince, and at June 30, 195'J amounted as shown to ^487,949,158. 

All arc rodecinable at fixed dates and ov'rr 90 per cent, mature within 10 years. At that 
date the value these tnve.stmcnts at middle market prices, less net accrued interest, was 
111 excess of such book value. 

(21 'rhcrc are contiiiRent liabilities of jC 1,380,500 for uncalled capital in respect of a portion 
of the umiuoted investtneni.s. 

(3) III addition to the eiiKaKemenfs as shown above the bank h.is coat* acts riinninij w'ith 
customers f«ir the sale and purchase of foreign currencies. These contracts, whkh arc 
to the value <if X.'41,897,108, are covered by cotnpen.sating contr.icls tor a corresponding 
amouiic. 

(4’' I'uU provision has been made for Uic bank’s liability for taxation on all profits to date 
irrespective of when assessable. 

(.5) b'orcigu currency balances have been expressed in sterling at the rates ruling at June 30, 

1954. 

£ 1 , 470 , 974,200 0 0 


August, 1954 
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THE NATIONAL BANK LIMITED 


/.:i,500,000 0 0 
1,4^5,000 0 0 
82,490,000 0 0 
(>h6,000 0 0 

(>14,1'00 0 0 



£86,705,000 

0 

0 

A.S.S1JS 




('•nn, l\iiik anti currency notes and balances with llie Rank of hngland 

^ 7,054,000 

0 

0 

balances with, and cheques in course of ctdlectiiMi on, other banks in the I’nitcd 
Kimtdt'in 

1,186,000 

0 

0 

Money at tall aiui at short notice 

1 1,980,000 

0 

0 

TrcaMirv bills . 

2, 500.000 

0 

0 

C'lthcr bill, discounted 

2,519,000 

0 

0 

Investments 

27,917,000 

0 

0 

Advances to customers and other accounts ... 

30,652,000 

0 

0 

Liabilities of customers for acceptances, endi'rscments, etc. . 

666.000 

0 

0 

Bank premises account . . .... 

431,000 

0 

0 


£86,705,000 

0 

0 




NATIONAL PROVINCIAL BANK LIMITED 

I’hc share capital ot this compiuiy is / 60,000j000, divided into 000,0(H) " A sliares «>1 /.5 each, 

9.600.000 “ B " shares of £‘y each, and 9,000,000 shares of /,! cacJi, 'I'lie number o1 shares issued is 

600.000 “ A " shares of ^5 each, 7,889,416 “ B ” shares ol each, and 1,170,000 sliares nl /.I each, 
('alls ro the ainoum of 14". per share on the “ A ” shares of /,'5 and of /,'! per sliare on the “ 11 ” shares of 
£5 have been inadc, under which the sum of /,'8, 309,4 16 has been received. The 1,170,000 shares of £l 
each have been fully paid, for which the stun of £1, 170,000 has been received. 

Statanent of Account Sy June 30, 1954 

I.IABILlTIh.S 

('apital paid up jC9, 479,416 0 0 

Reserve funds (including share premium account £1,144,950) .... 12,250,000 0 0 

Current, deposit and other accounts, £841,296,140 ; amounts due to subsidiary 

companies, £289,601 841,585,741 0 0 

Liabilities for acceptances, endorsements, etc 30,471,418 0 0 

(Thrrc is a contingent liability for unuilIcU capital in respect nf a porti*m of tlie investments.) 


Statement of Accounts for June, 1954 

LIABILITIES 

('apiral — registered, £7,500,000 ; subscribed, £7,500,000. 

(aipital — paid up 

Reserve fund 

Cut rent, deposit and other accounts 

Acceptances, endorsements, cte., as per contra 

Notes in circulation 


£893,786,575 0 0 
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bank notes nnd balances with ilie Bank ol Fnelanii 

Balances witli, ami cheques in course c>t‘ cnlleciitui (Ui, oilier bank'' in the United 

Kin,i;iioin and Irclaiui, and clieques, drall'-, etc., in lran^it 

Money at call and short notice .... 

Bills discounted ■■ British Cinvenimcnt 'IVea'^uiy I'ilK-, yd'^3v^5'5,()00 ; bills* payable 
bv Jiritish linns and institutions in the Lhiited Kin* 4 d«nn, / U : other 

bills, /;460,28H ‘ . . . . 

Investmeiiis at less than market value — Brii’sli ('mvcrnmeiii securities and secuiili«‘S 
i»uaranteed bv ilie British (lovernment, /.2l7.01‘)dt72 ; other u.uolcd invcsi- 
nicuis incliidiim securities ol Doiiiinion and (.olomal ( jMveinments, Briiish 
public boards ami liritisli municipal ci>rpi>raMons. /Jl, 98(1, 575 . . . . 

Advances to eirtoiners and oilier accounts, /.2bV,‘) 1 5,28-1 ; amounts liiie bv sub- 
sidiary compani»-s, nil 

'Trade investments — Subsidiarv compaiiii-s — C.outis C'oiii’paiiy. Tld’ll'likiHH) slock, 

/il ,000, 000 ; reserve fund and uiidtviile»i prolits, y 1.201,595 ; NaiHMi.al Tro- 
vincia! (ihaunel Islands Icsecutor and 'J'rLr tee ( aunpaiiv I fd., lOO.OtH) .hares 
td’ y, 1 each, hillv paid, at cost , yi ! 0«).«‘’i‘»(l ; other Mibsidiars i ompaiiies written 
down to nilj, nil — y‘2, 5()1, 595 : I Invds ami National I'rovin- ial Tnieivii Bank 
lad., 12,0()(t sliares ol /.50 i .n ii, luliv p.ud. at tost, y'NUk(M)(t ; oilier tr.ide 
investments, a: cost or under, y. 2.5 lb,2()6 .... . . . 

Bank premises, at cost, A >> amounts written <»tl' ........ 

I.iabihties ol' cusKwiiers lor acceptance'., eml<*rsements, eK.. as per e»»n!ra 


£72,567,893 

58,865,127 

63,105,0(^1 

159,704,285 


249 . 895,645 

267,515.28-: 


5,450,661 
6,.} 1 5.262 
5.),471.418 


0 

0 

0 

0 


n 


(.) 


0 

0 

0 


4.89 5,786,575 0 


0 

0 

0 

0 


0 

9 


0 

0 

0 

0 


♦ 


OTTOMAN BANK 


In the preparation ot'ihe Balance Sheet, assets and liability" in loroign curreiu ics have been ».onverted 
into Slerlimj al the rates ruliiu: at December 51, 195 5, with the ex<vptiv>n ol the item bank preini.NCs aiiii 
real estate. 'I’he aecouiils made up to IViember 51, 1955, after ehaiyinj; taxation and alter conslitutin^ 
necessarv provisitins out id' revenue ol ilie vear .ind reset ves previoiislv made, show an amount available 
of £429’05l) 6c 9i/., includui.'i y l(»0.i7l 5x. 7./. teinitled in re.speel i>f profits (if previous years and 
y'50,459 19s. 2i/. bn^Lii^lil forwatil lioiii b’roni this total there has been set aside a sum id y.200,n()0 

to siren.mlien the teserve for i out iimeiu ie*-, le.ivinu a balance in the pndit ajul loss account ol 
/;229,056 6s. 9,/. The coimnincc recoiiuncnd a distributivm at the rale of 8s. per sliare*, payable in Istanbul, 
London and Iknis on Line 50, 1954, le.tvim.^ yi29,05(’i ov. 9,/. to be carried lorward to the current year. 

///.'n s i./,./ .l.'c/s, P^\^'l^lhcr 51, 195 5 


it '.Mill ns 

C.apital, £10,000,000 ; A-ss- not c.ilkd up, 4.'5,000,000 

Statutory reserve ... 

Bills payable aiiil siuht drafts ... 

( urrent, deposit and other accounts . 

Ai,ecptances, emlorsements and I’uar.tntecs 

Brolit and loss aecouiu 


y:5,000,000 0 

1,250,901) 0 

495,591 2 

84,079,548 16 
14,577,405 1 

229,056 6 


£105.541,601 7 2 


.\ssi- rs 


La.sh in hand ami al bankers 

Money at call and notice 

Bills receivable 

Invcstincnis lincludinj^ £12,721,791 British Ciovernment securities! 
Aeivances to customers and other ai,counts .... 

Clients for acceptances, endorsements and .miarantces . 

Bank premises and real estate 


. 4 10,547,784 19 11 

12,292,.802 5 0 

14,777,016 15 6 

14,035,690 12 6 

58,394,776 .3 10 

14,577,405 I 2 
916,125 11 3 


£105,541,601 7 2 


Aitsicr, / 9 .S-/ 
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THK RT. IIOX. LORO LA'l'YMKR'S RLVILW 

Tin ci.i;hTy-'.cvciirh anniuil i:cTicral »'t' Ottoman Hank was hckl iMi Juno 2 } at W'inohoster 

IIou^o, Old l?n\ui Street, London, 

'flic Rt. Hi»n. L >rd I atymor vihc eliaiiman' p;vNi»U*d aiul \u the oiuirso ot' l;is s'poooh said : ’The 
lii^uros tor ofrurlcoy's (.xt’'ni'mK' aotiviiy show ni>iaMo pi oi'a csn hnpoiiant ineroasos in production 

arc shi'wi I’spoually m aprKultuiv wlicrc tiicrc hacc been iccoi\! har\csts. '('Ik* tall ni tl’.c price of 
cereals, li'Ve^er, tollowin^ e\i.ellenr world liarvests, unlortunaaelv hail a s^-rious elVoct in 'I'urkey. 
(.'onsidcrabie dv'l.w in rennllance ot cover tor imports requite*.! in spue oi the t ioNc.nineni 's vi.mu'i^us 
eoiinier-m.asures. Xc’, ertlieless, rltis s-.tna.tKMt lias nt'l b..ul lot* d. o'oraeiu:’. au cHct.t abrc-aii ; Ibreiey 
countries cominuc to sliow eonhdence in I'urkcv. aiitl i** led lli.ii liie tioceinmcni will be able to contine 
its i cxpoiutiini . to ilio-c items which ne neeessarv to the ik vel*';' meni et' llie eoimtrv ane! tv* an 
improved st uidanl ot' liviiiii. It is hoped that the measures taken to siinnount ihese dillkuln.es will stuin 
po>ve cfleefive. 

A new la'\ tor ilie eru oiiraiieinetU ot ibreic.n mvesinieiit i atne into toicc m lanoarv, IdS-k Of 
wilier M ope tlian li'.e law i*}' Anp,nsi. DSL ilii- new law iiniiiw ti-ieipn miereUs uao all .plieies nl' activity 
“ wh’di ie.'tliei th-c eionomie devek'pmcnt v'f the ev*unirv * and -.ihicl; ilo noi invi*l\e s!*ev lal monoi'i*lies. 
Proho- be rei* lii lalevi w itlioul hindr aieC, c.r mav be icmce aed m the same iiiuli i takui*’ or in another 
ci'Ueeri* w lia 1; eomplies w ith liie re.culai ions. Pos ecels ot the sale ol a imi i v'r ot liie w hole of the business 
mav Ik' ie-p.it I Mted at aaiv lime. 

Pubhi b'livance eontinues sound : as m Rod, leveime aciiialiv excecdeil l*udt’ei estimates and this 
w in I Cl the t i i .11 id Nat ional Ass., mlsK was al'lc to pass, fi .r the tii s» i mic m i w e iii \ \ eai s, a ha lane ‘-d Inul.^ct. 
’Pin- is leinaiPabie .le hieve menl tor a eoimii\ winch r-. not oulv niakinp. a supreme elfuil In ..-ijuip itself 
blit I'.as ai o t,* meet a very heavv defcri'. e promamme. 

I-OYt'l 

1 uiniiti tile Near ii more to the po!icit-il events in l'!!.:vjit that aiU'niion alnoail was .iitracled 
than to ibiC general impioiernenis in the e'cononhi position, whieii resulicil from the country’s real aiul 
SLieecssin! etfori , to siirniiLuc the eM*ort nl ( niton, iipi*n whieh liei prosj*enly so largely ilepeiuls. 

v>ur new biiiklim; in Lair *, oi which 1 spoke Iasi \ear, was enmpleted some months apo. It is a 
very line buikliny,. eomlbrlaolc tor onr ^latf, coiivcnienl lt*r our vlienls, and, I think, a vi ible tribute 
to our c(*nr.Jence in the future ol the counliv, wha*se fortunes this Ikink has shareil for so main yeats. 
It is, I'lowcver, not upon iminessive premises nut ii|ion the exeelleiue or I'therwise of the i are and 
attention piven bv the sialF ot tlie Hank to the alfairs of its cusiomers iliat the development <*! onr husiiiess 
in P'^ypi depeiuls, I am conlidciu that liie slandaid ol serviee we have - el in I’V.'Pt beima well 
maintaipcd. 

Pile diairman t'oen reviewed the v*ther territories where iPic bank bad interests and continued : - 

'Pile i .opalon and Pari- Ollices have coiiiinued to make i ver\ dVon to stimulate .ind fosiei trade* 
between and with the eouiiHics of the Abdvlle Ikisi, where i*ur Hrandies are established, b'or the luandies 
ill iMarseilks and in Mandie-ler aKo, it was a busy aiul c-ncouraipiiD, ve.ir. 

H.\ian('1. .Shi 1 I lii .Ms 

I lie llalanci* Sla.-el toiats ^how' an iucjcase over last yc.ir ot inoie than y.d4,l)()(kft(H), ol wliidi some 
X. 1 is d.j' to includm;’ tnis m .u- tor the tir-^l tune contra accounts m respci t ol endnisemeiiis and 

,aiiai ■mice - .r. well as ac cci -tan-, c - whi.,h lalicr item alone has appeared in the n.isi. ’I he v iirrcni, dcoosji 
and it'ccr ap. nmip -bnw an esp:insii'n ol more than X I l,(HH),0(UJ wliidi ma\ lie coiiMdeivd siiiiska tory, 
c I'CYiaiiv il .’lie les-alion i*t ail •>iir cm rent banhiiii^ activities in Liael r-. borne m mind. 

We Li’iilMine to m.ui'lam .i liquid position wilJi ca-.li ami money .it call together -.liowini^ a ratio 
h) vleposus ,'t 27 }*cr cent., Ivilb rci..lv..blc oj 17'. per cent, and inveslineiUs ol Hi I pei vent. Ailvances 
show .111 iiuic;wt: HI / S5.(i|)0,0()it, nio-r Ilf which look place towanls the end o( the year. 

L will be n.)t!i.eil th.u ilie liifure of y'2^8,122 indmlcd in the prnlit and los-, aciounl under the 
headin': result tor the year ended neccnil'er >1, D'i V shows a ubsianl lal m. lease over the same 

liyure !ur lfL2, wlnle the lipure o! / If)(),.i74 included under the* lieidins; ‘‘ icmiUanics in respect of jirolits 
for pre-.-.ous ye.us ” shoa^ a ilei ic.-i-v. 

It is our pr.icliie to include under the he.id “ resit Ir for the vear ” only liiose profits of the year 
under review which ha.ve been leiiuiled info .SteiJmi; betme tlie account , aic made up. 1 have mentioned 
al former f lenetal .Weennits that it is often impossible t*i ensure that the nece-.sary cm han^e for remiilance 
i*f our profit' from the varioir toiintrics in which we operate is available in sulhcieiit lime to enable 
them to be inelud. d iu the ti^ures tor the year in which they ar-' earned. No particular sinnilicance must, 
tlierefore. be iiTtiibufed to the vanali'in which may (*ccur from year to year in the lelaiive si/c of these 
two itCiUi. 

'Phe lot.d amount of prolit available, includini: the balance of 50,459 brouidit forwiird from 1952, 
is X.429,056, conipared with y. 480, 460 last year. 'Phe approj*riaiion to “ reserve for contint^c'neies ” 
is reduced rliis year fri'in /, 250,000 to X200,0b0, leaving a balance t*f X229,056. 

d'he CAunnutiee pri*nosc that a dividend of Hi. per .Share be paid ai^ain this year, absorbing X200,000 
and leavirig X29,056 to be carried .forward to 1954. 

'Phe I'eport w’as adopted. 



172 


BANK RLPORTS, MtiiTINGS, ETC. 


WHSTMINSTER BANK LIMITED 

Statcmcut of Accowit^^ Juuc 30, 1954 

C^apital — authorised^ /,'33, 000,000 ; subscribed, ^ 30,5 3 3,1 27 ; paul up /,'9,320,157 0 0 

Reserve 10,920,157 0 0 

(Current, deposit and (^ther accounts 853,541,492 0 0 

Liabilities for acxcptances, endorsements, etc., as per contra 57,101,481 0 0 

Notes in circulation in the Isle of Man 16,612 0 0 

/:930,899,899 0 0 

ASM. is 

(Aiin, Hank of Hngland notes and balances witli the Hank of iingland. ^66, 454, 525 0 0 

Halanccs with, and cheques in c«)urse of collection on other banks in Cheat Britain 

and Ireland ... ... 12,1 61, ISO 0 0 

Money at call and short notice 58,988,550 0 0 

Hills discounted — Treasury hills. £ 1 58,910,000 ; other bills, 3,970,770 162,880,770 0 0 

Investments - 294,502,442 0 0 

Investments in alhliatcd banks and subsidiary companies 3,f)92,500 0 0 

Advances to customers and other accounts . . ... . . 240,061,701 0 0 

Hank premises account 5,o > 3,750 0 0 

Liabilities of customers lor accopi.inces, cn»lorsemenlM etc., as per eomra 5/ , 101,481 0 0 

X. 9 30,809,899 0 0 


♦ 


WILIJAMS DEACON’S BANK LIMITED 


Siafcmr'it if . /ii ‘June 30, 1951 
i lAioi tins 

Capital issued, X.S, 125,001) \i/. . 1,562,500 .X5 “ A ” shares, p.iid X. 1,562,500 ; 


312,500 yjl “ H ” shares X.'312,500 . ' ^1,875,000 0 0 

Reserve fund 2,000,000 0 0 

Current, deposit, anO i^th.cr acc'Hiii’s 140,4 38,310 11 0 

Acceptances and. credits Impelled on account ol cusiomer^ 1,027,344 16 4 

Imdorscmcnts and other obligations on account of cU'ionieis 10,0/2,20o 0 10 


X:i55, 412,861 8 2 


ASM I S 


CA>in, bank notes, and balances with the Hank of Lneland 

Halanees with, and cheques in course of collection v>n other banks in Great Britain 

and I reland 

Money at call and short notice 

Bills discounted (including 'Treasury bills) 

British Government securities (under market value; 

T'lher investments 

Advances to customers and other accounis 

Bank premises account ... 

Liabilities of customers for acceptances and credits opened 

Liabilities of customers for endorsements and other obligations 


X' 11,575,160 I 2 

6,862,403 8 3 

14,110,753 0 10 
19,460,767 8 6 

47,678,663 4 6 

956,473 14 0 
42,544,445 18 0 
1,1 24,043 15 9 

1,027,344 16 4 
10,072,206 0 10 


X;i55, 412,861 8 2 


August, 1^)54 
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LONDON BANKERS’ CLEARING-HOUSE RETURNS 


Month 

'I'own (4eartn{{ 

Cieneral Clearinit 

Total for the .Month 

1952 

/: 

£ 

£ 

June 

6,201,000,000 

2,101,000,000 

8,363,000,000 

July 

7,498,000,000 

2,395,000,000 

9,893,000,000 

August .... 

6,192,000,000 

2,141,000,000 

8,3 34,000,000 

September .... 

6,790,000,000 

2,176,000,000 

8,975,000,000 

October .... 

7,4 38,000,000 

2,459,000,000 

9,897,000,000 

November .... 

6,471,000,000 

2,338,000,000 

8,809,000,000 

December .... 
1953 

6,797,000,000 

2,357,000,000 

9,154,000.000 

January 

8,745,0(V»,000 

2,671,000,000 

11,416,000,000 

February 

6,9 3H,000.(MiO 

2,243,000,000 

9,181,000,000 

March 

7,78 3,0.00, out) 

2, H6,Ui)l),0()0 

10,219,000,000 

April .... 

7,579,000,000 

2,342,000.000 

9,921,000,000 

May 

6,-851,000,000 

2,48U,0( }(),()( 10 

9, 330,000,000 

June 

7,425,000,000 

2,323,00(»,0(»0 

9,747, (>00,000 

July 

8,709.000,000 

2,572,0i»i<,(t00 

11,2S1,(>00,000 

August .... 

6,.lf.5,000,t)it0 

2,170.000,000 

8,641,000,000 

September .... 

S,445,(>0(»,0f'0 

2,401,000,000 

ll>,846,000,(>00 

October .... 

9,459, t]0(\0(JO 

2,649,001 ),00C» 

12,108,000,000 

November .... 

7,641,»)0(),(‘0O 

2,3S1,00(),(U)0 

10,026,000,000 

December .... 
1954 

8,0 30,000.'.)«'0 

2,62V,IM>0,(>00 

10,657, 000, '>00 

January .... 

9,55 1,000,000 

2,7 34,000,000 

12,288,01 >0,000 

February .... 

7,4 '37,000,000 

2,351,(MH),()('0 

9,788,000,000 

March. 

9,6 39,000,000 

2,6 38,000,000 

12,277,000,000 

April 

8,5h3,{)00,(H)n 

2,48 3,i'.0(k(H'n 

11,066,000,000 

May 

9,675,tH)0,(.no 

2,601,tH)Os000 

12,276,(>(.)(3,0n0 

June 

10,9JS,(KH),000 

2,592,000,01M3 

1 3,510,000,000 


scornsii circulation returns 

AVI-KAIJI- C’IRCXI AIION ANH COIN H! I I> l)l KINc; IHF I*”oUR Wl hKS LNOI-.I) 
SATrKi>AY, Ma\ 29, iy‘)4 


Namb Of Uank 


1 Hank of Scot land .... 

2 Royal Hank of Scoilaiul 

3 Hritish l.incn Hank 

4 ('oinincrcial Hank of Scotland 

5 Kational Hank of Scotland . 

6 Union l?ank of Scotland 

7 Clvdcsdalc and North i>f Scotland 

Hank 


'I'oials 






Avcra:?c 

Ain'n-iist 4 

.\\v!;iije ( 'Tr-.iil:itii'n diiriin; 
i as 

I’our Weeks 

.•\n\ouni 
of Bfink ot 
lin.-’l.cid 




Notes and 





Coin held 





duiin^ l-'our 


L5 ..n-i 
upwartis 

Under 1.5 

I'otuls 

Weeks ended 
as above*} ! 

£ 

£ 

£ 

£ 

£ 

396,852 

8,089,4i6 

5,089.279 

13,17‘?,725 

13,6(^0,807 

216,451 

6,829,280 

5,973,671 

12,802,951 

13,558,549 

438,024 

6,456,640 

4,398,747 

10,855,387 

11,182,9 30 

37 1,880 

10,592,824 

6,322,344 

16,915,168 

18,105.303 

297,024 

6,856,515 

4,450,823 

11,307,3.38 

12,059,374 

454,346 

5,335,687 

4,095,682 

9,431,369 

9,773,859 

498,773 

14,800,528 

6,106,470 

20,906,998 

22,023,874 

2,676,350 

58,960,920 

36,437,016 

95,397,936 

100,304,696 
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IRISH CIRCULATION RETURNS 

NORTHERN IRELAND 

Average Circulation and Coin held during the Four Weeks ended 
Saturday, May 29, 1954 


*Averiijte 
Amouni 
of Bank of 
England 
Notes and 
t A)m held 
during four 
W'eeks ended 
as above 


L L L £ £ 

1798,569 1,554,668 251,n69 1,806, H7 1,101,169 

t2(>4,563 1,252,050 209,-^26 1,401,^76 1,587,161 

350.000 1,094,484 72,135 1,1()(),619 1,855,909 

244.000 1,49 5,654 79,638 1,573,292 1,887,203 

290.000 1,511,719 96,258 1,607,977 1,814,640 

120.000 580,260 31,090 611,550 516,529 

rotals 2,0(17,132 7,480,835 740,116 8,226,<>ril 8,5(52. Ill 

Each of the Bankers named in the above Return, who have in circulation an amount ot Notes 
beyond that authorised by the Bankers (Northern Ireland) Act, 1928, have held an amount of Hank 
of England Notes ami G(4d Coin Juid Coin other than Gold C3oin m>t less than that which they are 
required by the Treasury to hold during the period to uhich this return relates. 


1 Bank of Ireland 

2 Provincial Bank of Ireland 

3 Belfast Banking ('onipany 

4 Northern Batik 

5 Ulster Bank . 

6 National Bank 



t These- amounts arc the latest amounts approved by the T reasiirv. 

♦ Tliis column includes Bank of h.n;.'lanvl Notes ilcpo^itetl .a jIk Bank of linL'l.in<l wh'di, by virtue of .S’ec. fl) 
of rbe t^uircncv and Bank Notes Act, are to be ireatid as goM «.<»iu b« Ul b> the Bank. 

Legal 'Ii;Nr»rR Note Fund a.^. at May 29, 1954 
l.s.suE Accuun i 

£ d. £ .s. d. 

Outstanding as ai end i4' pfc- Redeemed during weekendeil 

vious week . . . . 6*), 374,289 0 0 Mav 29, 1954 . . 98/, 2 19 0 0 

Issued during week ended Outsrapdiine. as at May 

.\la> 29, 1954 . . 944,190 0 0 29, 1954 .... 67,351,140 0 U 


4.68,318,389 0 0 


/.68,31H,38f) 0 0 


FOREIGN BANK RETURNS 
HANK OF 1 RANC:H 

I'Iiiiils fOOO.COO s oinitu'd; 




Biivate 

1 >istiunis 


\dvd^.sc^ 

. to Slate 




Dale 

CJdd 

and 

In Otcupa- 

'I reavnrv 

l-i'-'ed 

.Spf' lal 

Noicii 

itiitfc 



.Advances 

uon < >sts 

Advance-. 

.Adv.in. es 

.\dea tiers 



June 17 

. 201.282 

1,167,998 

426,000 

19), 000 

5 3,S49 

161,900 

2,270,069 

1 11,493 

„ 21 . 

. 201-282 

1,171,768 

426.000 

195,(J(’0 

5 5,849 

1 76,900 

2,270,081 

119,441 

July i . 

201,282 

1,275,816 

426,000 

195,000 

5 3.819 

177,000 

2,381,304 

125,313 

,, 8 . 

. 201,282 

1,301,409 

426,000 

195,000 

5 3.849 

177,800 

2,385,466 

1 15,110 

1953 









July 9 . 

. 200,187 

1,290,948 

420,000 

2';0,000 

53,982 

— 

2,157,421 

224,921 


VOL. CLXXVHI 
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FOREIGN BANK RETVRfiS— (continued) 
U.S. FEDERAL RESERVE BANKS 

Dollars (000>00(J’s omitted) 


Date 

Total 

Oold 

Reserves 

Total 

Cash 

Reserves 

Total 

U.S. Govt. 
Securities 

Total 

HilU and 
Advances 

Total 

Reserves 

June 16 . 

21,241 

364 

24,911 

25,047 

51,848 

„ 23 . 

21,239 

36() 

25,231 

25,.S42 

52,270 

„ JO . . . 

21,239 


25,037 

25.075 

50,759 

July 7 . 

195 3 

21.245 

329 

25,0 37 

25,122 

50,414 

July 15 . 

21,191 

3 30 

24,964 

25,166 

51,267 


Date 

I'.li Notes 
in 

('ifeulaticn 

.Member Bank 
Reserve 
Deposits 

( jovern- 
meiit 
Deposits 

I'otal 

I-^cposits 

Pxcets 

Member Rank 
Rc8er\'e 
Deposits 

Reserve 

Ratio 

June 16 

25,4R5 

19,914 

459 

21.115 

807 

45-6 

,, 23 . 

25,iIS 

19,825 

1,220 

21,928 

1,(_)41 

44-9 

„ 30 . 

2S,5.SR 

19,nu 

875 

20,8(18 

602 

45-8 

July 7 . 

25,801 

19,10(7 

300 

20,657 

1 ,000 

15 7 

195 3 







July 15 . 

25,886 

19,397 

(»10 

20,770 

1,)41 

45-4 


U.S. H’HDHRAI. 

RHSltRVl* 

BANR.S 

AND rRl’ASURV 



COMB IN Hi:) 



,M«uk Mrv 

1 riMMirv 

M.'ii-'V 

Trc.isurv CNsh ,vm 1 

1 >ate 

t 

tnd It ink 

m 

1 deposits w ith 


.Slv>« >, 

t Ui irr, . 

(.iir*. 'ij 

i' K. Ltankn 

I line K) . 

21,92*> 

4,“5o 

26,80 3 

1,266 

■ „ 23 . 

.2 1 ,*> '6 

i,'>5 ' 

26,7 35 

2,0 32 

,, 30 . 

21,627 

;.959 

29,601 

1,7('4 

July 7 . . 

21,928 

4,65“ 

30,151 

1,126 

195 3 





Julv 15 . 

22.37 1 

4,85 3 

30,1*6 3 

i,9in 


CiHRMANV 

('D.MPlNhD Rl II KN <>l 1111 IlXNK 1 Im' iSt lll K I .ANni U ANl> Till LaN1> C'l NlUAI. HaNKS 

111 n.W iniilion. 


1 hue 

(lold 

( rv.lit 

lt.il,iIK( s .»l 

l-v>rvii'ii 

It.ml s. 
i u'li t ’.''h, 

ItilK .iml 
t llcqlIC'^ 

ip.kii.j 

itilJ^ 

Ol 

1 V Il.ilic,.- 

.Vlv.uK.t', 

.ii <,i 

.S'lt-ri- I erm 

1 .iiidin.'s ti> 

the l-cdcr.il 
( . iiMm nl 

:.,i vitiic! 

Pubhv 

A>;thiiiitK's 

Bank Nntc'- 
in 

t'.ircul,itioii 

Bank 

1 >jpt.iSltS 

yon-Bank 

DcplJ^^ti 

Mav 7 

1^ 

OT 

» 31 

June 15 
„ 2.3 

,, 30 

Julv 7 

1,7 38-3 
1,7 38-3 
1,706-6 
1,706 6 
1,711-5 
1,711-5 
1,75 3-7 
1,75.3-7 

"/ ,S 38- < 

7,9 !5 0 
7,8/8 - 1 
7,96 1 1 
8,069-2 
8,133-8 
8,15 3 6 
8,153-0 

1,707-8 

1.658- 7 

1.658- 6 
1,772 3 
1,730 5 
1,904-2 
2,164 4 
2,087-6 

io3 5 

165 3 
156-1 

148 7 
144-1 

128 4 
106-9 
95-7 

1 1,(386 9 
10,641-3 
10,136-9 
ll,-198-.3 
10,577-4 
10,060 5 
11,542 4 
11,049-6 

2,928 2 
2,603-5 
3,134-9 
2,686-3 
2,47 3-3 
3,341 4 
2.843-1 
3,353-8 

5,316 9 
6,092 7 
5.992 9 
5,430-9 
6,537-3 
6,578 8 
5,8 30-4 
5,566-4 


* 'riicsc lifiurcs inchitlc puivliascs of liqualisalivia Claims by Public Authorities. 
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100 Years Ago 

lYom ihc Bankers^ Aiagadfic of August, 1854 
THE HALF-YEARLY MEETINGS 

The results of the late half-yearly meetings must have proved extremely gratifying 
to all interested in the success of joint-stock banking enterprise. 'I'he high rates of 
dividends declared, the rapid and profitable increase in the business of the respective 
establishments, and the influential character of the directors and j'roprietors, show the 
estimation in which the system is held, and the success whicli has ittcndcd its develop- 
ment. 

The Union, the I.ondon and the Westminster, the London Joint-Stock and the 
Commercial, each in their reports present fitvourable feature.^ ; and the average distribu- 
tion ranging from 10 to 15 per cent., an ample return is secured upon the amount of 
invested capital. The admission of the Joint-Stock Banks to the privileges of the 
clearing, has ntforded facilities in business which arc highly appreciated ; and the 
alteration will, no doubt, be eventually found of mutual benefit to the whole of tlie 
banking community. 

I'hc question of a limitation reserve-fund — a point so generally mooted at these 
periodical gatherings — has provoked less discussion than usual, because the directors 
have, in the cases where it was practicable, ensured arrangements for fixing a tnaximwn. 
At the London and Westminster Bank meeting an endeavour was made to evade the 
settlement of an account ; but the shareholders, determined not to submit to the dictum 
proposed by the board, entered vigorously into a debate upon the subject, w4icn by 
general consent it was agreed to name /T ^0,000, this sum not to be increased unless by 
special vote. It was very projx'rly intimated on the part of those who opposed the opinion 
expressed by the chairman, on behalf of himself and colleagues, that the position they 
assumed was not to be deemed as interfering with the confidence entertained in the 
board, but as one they were justified in taking on what might be distinctly considered 
an “ open question 

I'he only b:;nk that appears to have sulfered loss from the circulation of fictitious 
warrants is the London Joiiit-Slock Hank, and in this insianee, to the extent of not more 
than yj5,0tX). On the whole, therefore, the shareholders have reason to be satisfied with 
the management of these institutions, and with the large proportion of profits they have 
obtained in the midst of the general and active competition which prevails in banking 
and financial operations. It was satisfactory to find that the directors of the Union Bank 
of London, in apportioning their unappropriated shares, recommended a division of the 
surplus t]uantJty nnumg the general manager and his assistants, as an acknowledgment 
of the value of their services, and that the shareholders so unanimously agreed to the 
proposal. 

The dividend of the L'nion Bank of Australia, is / 4 per share, or at the rate of 52 per 
cent. This slight diminution, compared with the previous distribution, arises from the 
unfavourable turn : — ilie exchanges having diininislicd the {profits on gold purchases. 
The report of the Bank of New South Wales is encouraging. Possessing considerable 
resources and influential local connexions, the transactions have secured a satisfactory 
dividend. The U.harlcrcd Bank of Asia is making arrangements to amalgamate with a 
Bombay Bank already in operation. Meanwhile, from the employment of the deposits, 
a payment of interest to the scripholders has been made at the rate of per cent. 


12a 
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INSURANCE AND ACTUARIAL RECORD 

Life Assurance Summarised 

F IGURKS relating to new sums assured written in 1953 appeared in our issue of 
February last, and revealed another record year for life assurance business. The 
fifty-eight companies whose results were included in our table showed aggregate 
new sums assured approximating ^'780 million, compared with £737 million in 1952 and 
£708 million in 1951. It is possible, however, that this total is subject to adjustment in 
that figures announced bv the companies so soon after the close of the year often in- 
clude items not considered applicable in the more official returns which, at the lime of 
writing, have yet to be published. The following particulars, culled from ‘‘ British Life 
Assurance Statistics (Ordinary Branch)” published in necember last by the Life 
Ofiices' Association and the Associated Scottish Life Ollices, arc of interest, d'he 
figures relate to ordinary new business in the years 1949-1052, and account for some 
99 per cent, of the total business transacted. 

Ordinary I hi Assurance — New Sums Assurei^ 


Year 

Including Group Business 

(iroup Life and 
( iroLip Lndou ment 

1949 . 

£47 5,000.000 

£61,000,000 

1950 . 

£518,000,000 

£'75,000,000 

1951 . 

£593,000,000 

£129,000,000 

P>52 . 

£610,000,000 

£159,000,000 


(Continuing the pattern ot these ligures into 1953, and with the ccunpanies' preliminary 
aimoimcements as additiiMial guide, a total for all companies of around £825 million 
sums assured is indicated. Much of the expansion of life assurance business in recent 
years will be seen to have been due to the development of staff life assurance and pension 
schemes. In this regard, there is, of course, a constant source of new business provided 
by existing pension schemes, both in respect of new entrants and increases in benefit, 
so that, despite a setback on new group contracts, as shown in the reports of several 
individual companies, scheme business taken as a whole is likely to have again contri- 
buted handsomely to the increased total for the year. 

rublication of the recommendations of ihc ("ommittce on Taxation Treatment of 
Provisions for Retirement, under the chairmanship of Mr. J. Millard Tucker, Q.C., 
was considered imminent throughout the year ; a factor which no doubt subscribed 
to the more hesitant approach of employers to new staff pension commitments, and to a 
decreased buoyancy in the demand for policies to provide retirement benefits for directors 
and executives. The ("ommiltcc’s recommendations, made known since the close of 
the year under review, concern annuities, pension funds and self-employed pensions, 
and have still to be implemented by the Cjovernment. The cost to the Exchequer 
of adopting the proposals has been estimated at £80 million per annum, and opinion 
is widespread that, from the national point of view, the additional capital formation 
which the proposals would encourage might well in the aggregate greatly exceed the 
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temporary loss of revenue. Company chairmen express the hope that the Government 
will take an early opportunity of expressing its attitude towards the recommendations, 
and thus bring to an end the present feeling of uncertainty. It is emphasised that 
the companies expect to be able to bring existing pension assurances fully into line with 
any subsequent legislation based on the Committee’s recommendations. 

While new business is essential for the continued existence of a life office, the 
conduct ot the business which is already on its books is of equal imporiance. As pointed 
out in previous reviews, most life assurance companies by reason of ihcir age suiter 
heavy wastage each year trom the normal processes of Jeaih and inaiurity, and of 
surrenders of existing policies, and for this reason a truer indication of progress is to 
be tound in a study of income and outgo tigurcs as presented in the revenue accounts. 
The following table is instructive from this point of view. 

Lifk .\Nn Annuity ((Ordinary) Ri-vi-Nui: Accahjn rs— 1953 

• /,000’s oinittCil; 




1 .itc ami 
Annoitv 

■ 

(ItUlSUl- 



( Taitn 


( 'urn- 

Lite and 
Annuity 

('nv.iMNY 


Lunds ui 
bcKinnira 

I’.c- 

titiuin.s 

craliun 

fur 
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M. 
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1 34 
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M 
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1.910 
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1.171 

97 
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20.535 
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( ;. 
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2,058 
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4.80 

^^65 
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5,463 

151 

1,710 

3.1 39 

58 3 

6 30 

56,159 
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M. 

89,95 3 

14,298 

178 

3,7 50 

5.1 38 

1,472 

2,782 

98,007 

Ucarl 

H). 

79,492 

9,557 

85 

2.955 

6,867 

811 

1.358 

82,416 

riiocnM 

( . 

29,46 5 

2,157 

1.130 

L«>01 

1,68 3 

4 35 

361 

31,20) 

18,736 

Erovklt III .\iuUMl 

.M. 

17,712 

2,054 

156 

685 

L3I4 

242 

311 

I’rud'.I.lia] . . 

L(r 

257,679 

41,184 

2o2 

10,925 

15,7 34 

3 616 

6,075 

281,4 37 

Kcll!i.’C 

I () 

57,918 

7,322 

60 

2,027 

4,81.’ 

820 

91 3 

60,310 

R.a.i 1 Ih-.ulkin^’c . 

i 

24,562 

2,34 5 
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9 35 

1,640 

409 

416 

25,63 3 
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40,770 

3,484 

82 5 

1,444 

2.45 3 
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29,447 

4,941 
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1,329 

1 , 392 

549 
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16,405 

1,426 

1,071 

6 37 

1 ,(? 19 

22 3 

291 
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M 

59,501 

6,738 

.82 3 

2,617 

3,072 

60 1 

720 

65,048 
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M. 

106,513 

17,574 

729 

4,727 

4,366 

2,244 

1,511 

120,966 

Sun l.ilc 

P. 

80,912 

12,477 

590 

2,969 

6.157 

1,143 

1,705 

87,757 

Uniicd Kin^’diim Provi-.lcnr 

M. 

34,287 

2,961 

70 

1,468 

2,173 

387 

451 

35,293 

Wesleyan ik (.jciieiai . 

L(.V 

11,111 

1,598 

7 

400 

901 

159 

243 

11,786 

27,369 

Yorkshire 

C. 

24,418 

3,139 

1,016 

1,010 

1,086 

168 

471 

Totals 


1,695,901 

224,971 

17,707 

68,051 

lot), 360 

25,469 

29,426 

1,843,631 

T'utals for 1952 . 


1,582,929 

207,477 

16,162 

61,297 

96,201 

23,274 

27,922 

1,695,901 

Inc. or Dec. on Year. 


• 112,972 

- 17,494 

• 1,545 

i 6,751 

t 4,159 

^ 2,195 

: 1,504 

-147,730 


Expenses only — non-commission paying nfficc. 
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On the basis of premium income, the forty offices comprised in our table represent 
some 90 per cent, of the total for all companies established within Great Britain. An 
advance of /^25,793,000 to 10,729,000 is recorded under the three main sources of 
income — premiums, consideration for annuities, and net interest — while the principal 
outgo items total jCl 35,255,000 to show an increase in the year of £73858,000. An 
important aspect in the development of life assurance is the contribution made to 
national savings with its consequential counteracting inlluencc to the inflationary trend. 
Life assurance, when both ordinary and industrial branches are considered together, 
is the largest single source of personal savings in the country. A significant index to 
the importance of life assurance in the British economy is provided by the annual increase 
in the funds of the lil'e olliccs. 'fhe ordinary funds of the companies included in the 
table rose last ycai- by £147,710,000 to £1,843,631,000 (following an advance of 
£112,972,000 in 1952), while industrial life funds of eight representative companies 
were higher on the year by £37,79-1,000 at yj757, 6 38,000 (following an advance of 
£20,254,000 in the previous year). 'I'he total net addition to savings made by these 
companies alone was thus in the region of £185,524,000. But the value of life assurance 
as a savings instil utioii does noi slop there. I.ast year our selected companies (Ordinary 
and Industrial) paid some £142,176,000 in death and maturity claims, and it is a fail- 
supposition that of around £87,150,000 so paid under ordinary assurances, a ^uhsianlial 
proportion W’as saved hy the recipients. Surrenders were again higher, and since this 
item is often regarded as an economic barometer, mention has to be made of the very 
C(»ixsidvrable influence on this item of withdrawal paMuents under pension scii /nics, 
particularly in recent years as a result of nationalisation of ceriain industries. Of I'le 
£3,673,000 ]\iid by the Lc<^al and (rcncral in surrenders, no less than £2,302,000 referred 
to group life and pension business. 

Reference has been made to the contribution of industrial life assurance (now more 
familiarly termed “ home service ” iissuraiice) to the forces ranged against inifition. 
'1 aking the industrial offices as a whole, one in every three pounds that go to maintain 
personal life assurance in this country is collected, in the form of industrial assurance 
premiums, at the policyholders’ homes. Most of these policyholders avail thcinsel\ es 
t)f no other means for making voluntary pro\’ision for the future, 'fhese two facts 
relied the importance of the industry in the sphere of national economics and in the 
lives of individual citizens. Our table includes eight leading industrial life offices 
whose business represents around 90 per cent, of the total business transacted. In 
1953, these olliccs collected premiums of £110,104,000 and paid claims of £55,026,000. 
In addition, 3,988,346 new industrial policies were granted to produce future capital 
payments amounting to £203,878,000, against a corresponding total of £197,045,793 
in 1952. 'I'he whole of this business was transacted at the homes of the policyholder.s, 
and the weight of these transactions alone is sufficient to vindicate the “ home service ” 
system. But there is more to the picture than one year’s figures for a particular section 
of the industr>\ 7'lie report of the Industrial Assurance Commissioner for 1952 shows 
121,937,000 policies (industrial life companies and collecting societies) in force at the 
end of that year for aggregate sums assured and bonus additions of £2,804,333,000, 
and it is pertinent to reflect upon the undoubted loss that would have been sustained 
by State and citizen had industrial assurance over the years been conducted through 
the Post Office, or on any other impersonal basis. 


Aus^tist, 1954 
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Lii-t (Industriai.) RHvtNL’K Accounts — 1953 
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'i'hc extern to which inLliisirial policyholders participate in the siir|Miis of the 
hranch, folhnvinj^ the periodical actuarial valuation of assets and liabilities, is lun as widely 
known as warranted by the facts. AH but one of the oHiccs included in our summary — 
the Rityal Loudon Muiital — complete annual valuations, and last year these seven ollices 
vicclared as sur]>liis in their industrial funds a total ot‘ /id 1,782, 000 

year apo), of which /J 1 3,8-4 1 ,000 (aitainst /i 12, 320,000), or bl ]'cr cent, (against 56 5 
per cent.) was distributed as bonus to policy-holders. After applying a greater ixirl of 
the balance of surplus to reserve provisions, ilicre was /i 5,471,000 carried forward 
unappropriated. 'The last quinciuennial valuation ol the Royal London Aintttiil was 
made at the end of 1951, when t^ol icy holders received /'5,056,9l(), e,r 66 per cent, of the 
industrial branch surplus at /i7,650,266, in the form of bonus and interim bonus for the 
t \e years. Over 80 per cent, of industrial life new business written to-day is for 
endo^^ment assurance, and less than one-third of the existing business is in the form of 
“ whole-life.’' d'his is a reversal oi' the positional the bepjnning of the century, and is 
responsible, in part, tor ilie increasing average sum .issurcd now written by all ollices, 
which rose last vear from /,'48 to £5h 6 per j-jolicy. 

It is a coinmonpkRe that the usual annual accounts afford little indication of the 
course of life assurance ])rolils. 'i'hcse depend in the main on interest earnings, on 
expenses, and on rates of mortalily experienced. 4’he impact on j'krolits of these complex 
forces are ascertained at regular intervals by actuarial valuation of assets and liabilities 
comprised in the lite funds. I'hcse investigations mark the occasion for the distribution 
of bonuses to policyholders. 'I'hc results of profits distribution in the case of those 
companies whore such an event was due to take place last year arc summarised in the 
next table ; the sixteen companies represented in this table recorded a total surplus 
of /^37,718,000, of which £27,110,000 was distributed to policyholders and £7,031,000 
carried forward in the valuation accounts. Increases in the rale of bonus distribution 
were general throughout t'he list. 
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Ordinary Life Valuations and Bonus Distributions in 1953 
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The application of large sums llowing through the channel of insurance institution^^ 
has in recent years given much food for thought, ll is suggested that an undue con- 
centration of investmem power in the hands of the insurance companies is likely to result 
in a decreasing flow of savings lor risk capital. The large funds which life oliices hold 
as trustees for their policyholders arc frequently applied low'aids new issues of capital 
for industry, and it is pointed out that knowledge of the availability of these growing 
funds for investment purposes lends strong support to new and existing issues of suitable 
types. Our analysis of the distribution of life assets of 25 companies shows that of funds 
totalling /^2,066,4 12,000, slightly more than onc-third is spread over industrial securities 
— Debentures, Preference stocks and Ordinary shares. Further, this proportion has 
been growing steadily over the years. Assurance funds are also playing a vital role in 
the country’s building programme, particularly that portion which aims at solving the 
housing shortage. According to the Board of Trade summary for 1952, some £301 
million of life companies’ assets are invested in mortgages of all kinds, and figures 
indicate that of this total over £200 million represent house purchase loans. 


August, 1954 
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Distribution of Life Assets of Twenty-Hive Coaipanies — 195^ 

()t'000’s omitted'* 
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4 0 19 
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U>,214 
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2.111 
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2.810 

7.404 

819 

J.oriii«'n and AI.hil ^^e^ter •; i 

48.745 

49,847 

22,9.84 

4,710 

1,100 

7. 109 

5.511 

2A^yj 

Nation.d .Mutual Ml'e . 
National Pnntdent Instiiu- 

11,924 

12,412 

2,291 

.2,211 

L4S2 

1 S->4 

2.UH) 

1.117 

linn 

.’1.266 

21.974 

1,006 

1.610 

1. 1”8 

4,542. 

2.900 

2,112 

North }{r^tt^h Mer*.aniilo 

57, ^5^ 

57,9t>7 

24.710 

i.i;i 

1.79-1 

4,59S 

1 1.152 
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Nv^rwich I’nion 1 it'e . 

104.568 
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15 402 

4.826 

914 

.'’■4,1111 

51.222 

1 1.9 1/ 

IVarl ' u- 

195,270 

u/ '210,757 

90.209 

28,141 

15.679 

11.547 

6,819 

9.975 

Phuenix .... 

UAOO 

n,6S8 

ltul72 

4.092 

1.781 

4.190 

0.857 
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20, 149 

6.808 
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2.9(,2 

4,268 

1 .048 
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681,240 

281,011 
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The Provident Association of London 

'Phe report of the Provident Association of London for 195 5 continues the line 
record of stability tmd progress attained during seventy-six years of assurance 
service. As a leading exponent of house purchase by the life assurance methods 
the Association has won wide recognition. In recent years, however, the business has 
developed on much broader lines, and today, in addition to offering attractive annuity 
schemes, the Association transacts all forms of life assurance in large measure. 

During the past year, 7,845 policies of life assurance were granted for sums assured, 
after deduction of reassurances, of ^8,99 1,239, and produced a new annual premium 
income of £276,897. I'he total premiums were £1,315,933, consideration for annuities 
(including annuities-certain) amounted to £281,399, and net interest brought in £592,623. 
The total funds, at £17,720,098, reflect an increase in the year of £511,238, 
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House property advances made to policyholders were maintained, around former 
levels, amounting to £1,696,358 against £1,697,656 in 1952, but the total amount of 
all such advances outstanding at the close of 1953 was £12,286,863, consisting of 13,782 
mortgages, compared with £11,591,011, under 13,721 mortgages, at the end of the 
previous year. The number of borrowing policyholders in 1953 was 1,323 and the 
average amount of each advance made during the year was £1,282. The excellent 
position of these mortgages is evident from the fact that interest on 99-13 per cent, 
of the total amount outstanding was, at December 31 last, either regularly paid or was 
not more than six months in arrear. 

The actuarial valuation of liabilities of the life fund v/as made at the year-end on 
the same stringent basis as in preceding years, the A1924-29 Ultimate table of mortality 
with an assumed interest rate of 2.1 per cent, net being employed for assurances, and the 
a(f) and a(m) Ultimate tables with 3 per cent, gross interest for annuities. The surplus 
increased during 1953 by £287,746, of which £100,043 was allocated to policyholders 
and £26,030 (including £11,000 out of non-divisible profits) transferred to profit and 
hiss account, 'fhe balance of £161,673 was applied to bring the available total in the 
valuation account up to £757,375, and, after transferring £100,000 to the life assurance 
contingency fund, and applying £25,000 to writing down investments, there remained 
£632,375 carried forward, 'fhe reversionary bonus to participating policyholders is 
at the increased rale of £1. 10.\. per cent. 

Including net interest of £75,566 and transfers of £11,000 and £15,030 from the 
life fund, the total at profit and loss was £102,264. Profits tax absorbed £23,174, 
expenses took £10,576 and interest to depositors required £8,527. After writing 
£1,158 oir investments there remained £58, cS29, which, with £57,162 balance from last 
year’s account, gave a total of £115,991 for appropriation. 4’he cost of the dividends 
was £59,000, leaving £56,991 carried forward. 

Balance sheet assets at £17,720,098 include mortgages and loans of £12,545,931, 
and investments at £4,699,331. 'Phe paid-up capital is £850,000, and there is an 
investment reserve of £850,000 and a reserve fund of £700,000. Assets arc certified 
as being, in the aggregate, fully of the value slated. 


Insurance Notes 

INVESTMENT Teport of tlic woik of the Investment Protection Committee 

PROTECTION of tlie British Insurance Association, the chairman, Mr. D. G. S. 

COMMITTEE (];utjer, states that the subject of preference shareholders’ rights has 
continued to receive attention, and it is satisfactory to record a great improvement in 
the general conception of the position of preference shareholders and particularly in 
the protective rights accorded to them in new issues. Indeed, it may be said that 
what is acceptable both to institutional investors and to the issuing companies has 
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recently been exemplified in certain notable aiscs of first-class importance. It is gratify- 
ing also to report that it has become increasingly common for companies, when capitalising 
reserves or otherwise altering their capital structure, to make or freely accept proposals 
to safeguard the position of their preference shareholders — in many cases by amending 
ihcir rights in such manner that they have no need to C(nieern themselves with the 
dilution of their voting power as a result of the issue of further equity capital. 

Several cases of the issue of non-voting shares have come to tlie notice of the 
C ommittee during the past year. It is a practice which, in principle, the C'ommiitee 
d*:plore although they appreciated tha’. in some cases the directors liiul adopted this 
course, when making a bonus issue, in order to preserve t!te cncctivcness of the voting 
power attaching to the prefererice capital. W'hile the C '.ommittee approve the motive 
behind the proposal in such easc^, they have, whenever possible, ad’.oeaicd altcrnati\e 
methods of maintaining the preference shareholders' I'kosilion. 

'The ('( nimittee considered, as a matter of principle, the (\*sition which arose when 
ih.c directors v>f a company in opposing a “ take-over" bid, adojaed a course of aiTioii 
which had the eireet of placing ceriadn imporiani assei *. outside \hc control of the board 
aTid of llic compaip . After considering a statement nia..ie by the l’resid>Lni of the Hoard 
of 'hradc and making further inquiries, the (aunmiiU'e decidua.! to take no immediate 
action, but to \sateh the position closely. 

'hhe (Committee appointed bv the President of tiie Hoar 1 ot' i'nidic to consider 
whether it was dc .irable to permit. <:omp;inies to issue sli.ircs o;' no par \ah;e have now 
pnbhshed their report, and the chaiiinan states lit n the ivcommenidations oi the 
l\narimen;al C '.ommittee, as expressed in the majoviiy report, apjsear to eorresjMmd 
quite closely to those made in dte e\idence suhnulied by the Investment Protection 
Committee. 


A i AW ease of some general interest is that lisli'd as Harwell v. 

/VOMINISTRATION ^ 

BOND LIABILITY h'osler aiiel Another. The plaiiilill’s lather died in l*ebruary, lo48, 
OF SURETIES wliolc of liis cstatc to tJie plaintiff and appointed 

her sole e.xecuirix. In April, 1948, the plaimilf married, and in May, 1949, she 
instructed the defendants, who practised as solicitors, to pro\’e the will. She w^as 
under age and elcctetl for her husband to be a]'>pointed avlministrator and guardian 
until she came of age, whiv.h site did in March, 1950. In May, 1949, an administration 
bond was entered into bv her husband and the defendants as sureties tor him for the 


due administration of the estate, and in June, 1949, letters ol administration were 
granted to the jiusband. 'I’hc marriage broke down and while ilic Imsband gave the 
plaintiff a portion of her money, he disappeared soon after he received a turther sum 
l5'om the defendants and a full account of the administration. In January, 1952, the 
bond was assigned to the plaintilf by the Probate Oivision, and she claimed the balance 


of the estate from the defendants. 


Lord Goddard, C.J., held that as soon as the estate had been wound up and the 
residue was in the husband's hands, he ceased to be an administrator and held the 
residue in the capacity of a Jrustee for the plaintiff until she attained the age of 21. 
The defendants had realised the cstatc and paid the debts, hence the cstatc was clear 
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and the administration was at an end, and the bond could not be held to be a bond 
to secure the performance of the husband’s duties as a trustee. The action failed 
accordingly. 


PEARL. Record figures for new business were achieved by the Pearl 

ASSURANCE Assuraucc (Company last year in each of the life branches, the total 
PROGRESS sums assured amounting to >{^20,355,978 (against £19,828,995 

in 1952) in the ordinary branch, and £29,404,352 (against £27,181,523) in the industrial 
branch. The combined premium income exceeded £25 millions for the first time, 
the ordinary branch showing an increase of £494,521 to £9,557,305, and the industrial 
branch an increase of £572,409 to £15,822,011. The growing importance of the fire 
and accident sections is evidenced by a premium revenue of £7,103,716, an increase 
in the year of £419,020. Total income from all sources amounted to £42,090,994, 
an increase in the year of £2,255,028, and total assets were advanced by £7,370,244 to 
£210,757,463. 

The actuarial valuation disclosed a combined ordinary and industrial branch 
surplus of £5,761,397 (against £5,736,579 a year ago). Of this sum, £3,353,258 (against 
£3,200,297) is allocated to ordinary and industrial branch policyholders, and £1,666,772 
(against £1,809,26'4) is carried forward. For the sixth year in succession the ordinary 
branch bonus rale has been increased, with-profit policyholders receiving in respect 
of 1953 a reversionary bonus at the rate of 365. per cent. 

The greater ]'>arl of new^ money becoming available has been invested in industry 
and commerce, holdings of debentures showing an increase of £1,644,583 to £28,143,423, 
and ordinary slocks an increase of £3,355,900 to £31,546,583. British Government 
securities account for £90,209,432. The market value of the company’s investments 
is substantially in excess of the balance-sheet value. 

Mr. G. R. 1., 'filley, M.A., F.C.I.S., chairman of the Pearl, has been co-opted to 
the council of the Chartered Institute of Secretaries. 


EMPL.OYERS’ 'PuH Iwiplovcrs^ Liability Assurance Corporation announce the 

buys^amerTcan of the Halifax Insurance Company of New York, which will 

SUBSIDIARY be carried on as a wholly owned subsidiary of the Corporation. 

The Halifax Insurance C'ompany of New^ York was formed recently to take over 
the United Stales business of the well known Canadian company, the Halifax Insurance 
(vompany of Nova Scotia. The annual premium income involved is in the neighbour- 
hood of 81,200,000, almost all of which is in respect of tire business and allied lines. 
The purchase is thus in line w ith the stated policy of The Employers^ as indicated by 
its chairman. Lord C^ourtauld-Thomson, “ to continue even more actively its policy 
of world-w ide development, particularly in fire business.” 


AIr. a. P. C'ooper, publicity organiser of the Norwich Union 
A^DVEirris^G Ii^^urance Societies, was the guest speaker at a recent lunch-time 
meeting arranged by the Norwich local committee of the Industrial 
Life Olhces. Commenting on the modesty of the advertising expenditure of the 
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insurance industry generally, Mr. Cooper stated he thought it incongruous that eight 
times as much should be spent on advertising alcoholic drinks as on advertising the 
merits of insurance. “ During the twelve months ended June, 1953,” he said, 
“ insurance’s biggest advertiser spent only one-quarter as much as did a single canning 
firm in advertising its canned peas.” Referring to the matter of collective advertising, 
with w'hich he said he was in favour, Mr. Cooper instanced how diflicult it was to devise 
effective advertising copy w^hich simultaneously appealed t > all types of the insurance 
industry — the ordinary as well as the industrial life oificc, the mutual as well as the 
proprietary, the tariff as well as the non-tariff office. 


'Fhe Law Reform i Limitation of Actions, etc.) Act, 1954., received 
REFORM ACT tlic Royal Assent on June 4, 1954. 'fhe new Act introduces several 
important changes and is of special interest lo accideni insurers. 
The I. .imitation Act, 1939, as respects personal injury actions is amended so that the 
period of limitation is reduced from six years to three. Lhider the fatal Accidents Act, 
1846, actions must be commenced within 12 calendar months after the death of the 
deceased, but the period is now to be three years. Thus the new legislation introduces 
welcome uniformity. 'Lherc are also amendments to the Oown Proceedings Act, 1947, 
and the Law Reform (Miscellaneous Provisions) Act, 1931. 


fni: Union of Insurers for the Supervision of International 
OF CREDIT Credits, commonly known as the Berne Union, held its 1 1th annual 

INSURERS meeting in Rome recently, under the cheirmanslup of Mr. 15. R. ITick, 

of the Swedish lixport Credits Guarantee Board, with the Societa Iialiana Assienra/ione 
( acdiii acting as hosts. The meeting was alteniicd by representatives of credit insurance 
institutions in Canada, Denmark, LYance, the German Federal Republic, Ireland, Italy, 
the Nctlicrlands, Norway, Spain, Sweden, and the United Kingdom, 

l^iscussions during the meeting concerned a number of importing countries which 
on account of prevailing economic trends, transfer difficulties, and other conditions call 
for special attention on the pari of credit insurers. Reports on their policy in respect 
of these markets were made by the various institutions. Information was also exchanged 
about new forms of cover, credit icrais underwritten, the scope of guarantees and of 
premium rates charged. With a view to increased co-opcralion a revised body of 
statutes was adopted and it was decided to set up a permanent secretariat, the terms of 
reference of which were preliminarily agreed. 

New^ members admitted were the Trade hidcmnity Company of London, and four 
Irish insurance companies underwriting credit risks subject lo reinsurance by the Irish 
Government. Dr. Bruno dc zMori, director general of tlic Societa Italiana, was elected 
president for a period including the general meeting of 1955. Mr. Owen (comptroller- 
general of tlie Export Credits Guarantee Department, London) is a member of the 
committee formed to assist the chairman, particularly in matters of organisation in regard 
to the secretariat. 
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AUSTRALIAN Early cstiiiiates of the damage caused by the earthquake in South 

EARTHQUAKE Australia in March last, have proved much too low. The earthquake, 
CLAIMS which has been little publicised outside Australia itself, was the worst 
in the history of the State, and atfccted Adelaide and the surrounding country district. 
It consisted of several tremors each lasting up to 30 seconds. Casualties were few, and 
injuries slight, but damage to property was extensive. An early estimate of insurance 
claims was £A 1,000, 000, but it was recently learned in the London insurance market 
that the total now exceeds £A33000,000. It is made up of some 30,000 claims, averaging 
between £A80 and jCAQO apiece. Some individual companies have received up to 2,000 
separate claims under householders’ policies and under earthquake extensions to ordinary 
fire policies. It is stated that within a few weeks of the disaster nearly half the claims 
had been assessed and payment put in hand. 


LIFE POLICIES some 60 years there has been provision under the Alarried 

ANo Women’s Property A.cts whereby a person could take out an assurance 

AGGREGATION fiuits of whicli would iuurc to his wife, or any one or more 

of his several children, and he could so arrange it that each of these pieces of property 
W'ould be assessed as separate estates at his death. In the intensihed search for legitimate 
means by which the heavy burden of estate duty might be mitigated, it was discovered 
that the benefit under this provision could he augmented by taking out a number of 
policies, each for a sum of /'2,000 or under, when none would fall to be accounted for 
estate duty. Hence Clause 29 of the Finance Hill, which in its original form provided 
that cr// policies eireclcd under the provisions of the M.W.P.A. would be aggregated for 
estate duly, u'licthcr or not they relate to one and the same beneficiary. The clause w’as 
strongly contested in the Committee stage of the Rill — it being considered that the 
Government, in their desire to slop up a loophole, had gone a little further than w^as 
desirable — and when it was considered on Report, the Financial wSecretary to the Treasury, 
Mr. John Royd C^arpenter, moved an amendment. I'he main etfect of the amendment 
is to aggregate, for the purpose of estate duty, all policy moneys in the name of one individnaf 
or in the words of the Financial Secretary “ to treat as being within individual ringed 
fences the proceeds of policies in favour of named individuals.” 

It has to be recorded that the evasion referred to was from the first frowned upon 
by the life ofliccs, and it was the companies themselves who brought the matter to the 
notice of the Inland Revenue. Further, during the past five years there has been an 
extra-statutory arrangement between the life offices and the inland Revenue authorities 
aimed at minimising, if not entirely abolishing, the use of Married Women’s Property 
Act policies as a means of avoiding tax in the manner indicated. 


Insurance Appointments 

Tin: British L.vW Insuranck C.ompaxv. — xMr. G. \V. M. Neill, D.S.O., S.S.C., has been 
appointed to the scat on the Dundee loeal board. 


Canada Life Assurance Co.mp.any. — xMr. Neil J. McKinnon has been appointed a member of 
the board to represent the shareholders. 
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The Income of Shareholders 1938-1953 

By David Walker 

I N the first part of this article I present some statisiics designed to illuminate a 
problem which must seem paradoxical to many readers of The UnnkcrT Maj^aziue\ 
namely the contrast between the present booming profits of many industrial firms 
and the obvious fact that the standard of living of shareholders as a class is very much 
below wliat it was before the war or even at the end of it. 'I'hen, as statistics cannot 
speak for themselves, I give — in the second part — some reasons why I think the figures 
have moved in tlie way rev ealed by my tables. 

SiATisncs 

At the heart of our problem is the distinction that the government statisticians draw 
belwxen national income and personal income. 

In a closed economy national income is the sum of the incomes of the factors of 
production, i.c. labour, capital and land. Table 1 shows the changes that have 
occurred in the distribution of national income during the period 1938-1953. 

It is clear at a glance that the only major change has been the enormous reduction 
in the share going to rent, due primarily to the combination of the Rent Restriction Acts 
and the fact that “ free ” rents are contractual payments, often fixed for a long period of 
years, the real value of which declines in periods of rising prices. There has been no 
other important change ; certainly there is here no evidence to suggest that shareholders 
should be less wxll off tlian before the war for the share of the national income 
represented by the gross trading profits of companies and public corporations rose 
from 15 per cent, pre-war to about 19 per cent, post-war. 
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TABLE 1 

I.')lSTRIIJUTION OF CIrOSS DoMF^STIC InCOMF 
(in £ miliitmj 



1938 

1946 

1948 

1950 

1952 

1953 

Income of Employees . 

3,007 

61-7"., 

5,628 
64- 1-.. 

6,6f2 

6V9-.. 

7,454 

62-8‘\, 

8.903 

65*8‘\. 

9,442 

65* 

Income of Sell -Employed Persons 

636 

131".. 

1,179 

13-4 

1,340 
12 9"., 

1,424 
12-0”, . 

1,553 

11-5"., 

1,606 

111",, 

Gross T’radiny Profits of (com- 
panies and Public ( corporations 

7 35 
15-1".. 

1,511 

IV-l".. 

1,935 
18 V"., 

2,358 

2,533 

2,732 

18-9"., 

Gross Profits of other Public 
Enterprises 

6'1 

1 

91 

10"., 

in 

M"., 

147 

l-3"o 

49 

0-4‘\, 

66 

0-5"., 

Rent 

428 

8-8"., 

365 

4-4‘\. 

381 

3 7"., 

458 

3-8"., 

513 

3 8"., 

571 

3-9"., 

Residual Iun>r .... 

— 


34 

0-3"., 

23 

O-'/" 

42 

0-3"., 

66 

0-5"., 

Gri>ss looniest ic Iiic<»nie iii- 
cKidin}^ Provisions fi>r Depre- 
ciation and Stock Appreciation 

4,87t) 

8,774 

10,367 

1 1 ,864 

13,509 

14,48 3 

Sources : Preliminary b'stimales of N:iti<»nal 
Annual Abstract oT Siaiistits, 1953. 

Income 

and Expenditure 1948-1953, CMD. 9118. 

Personal income is — as its name suggests— the total income received by persons ; 
what individuals receive in any one year and out of which tliey have to pay their income 


tax, purchase tlic iicccssiLics and luxuries they desire (and can afTord) and make whatever 
provision for the future that seems desirable. Personal income differs from national 
income in a number of important respects. It includes certain items that are not 
included in national income and excludes some that arc. National debt interest and 
social security transfer payments (old age pensions, national assistance and the like) 
arc not regarded as part of national income since they do not rejiresent payments to 
factors of production in return for services that have increased the national output, 
yet to the individuals who receive them they are clearly income and must, therefore, be 
counted as part of personal income. 

Part of national income never becomes the income of persons. All wage and salary 
payments are at t«ne and the same time rewards to factors of production and the incomes 
of persons ; so too are the profits of the owners of unincorporated businesses. It is the 
last three items of T able T that give rise to complications. T'he main point is that only 
a part of corporate profits becomes the income of persons, i.c. that part distributed as 
dividends. Though in a legal sense the total profits of a company belong to the share- 
holders there is no doubt that in practice it is only over the dividends that they receive 
that shareholders have complete control. The difference between total corporate 
income and gross u^vidends, which is the sum of gross undistributed profits on the 
one hand and the income tax payable on undistributed profits plus profits tax payments 
on the other, represents national income that does not become part of personal income. 
This is a substantial part of national income ; some £2,500 million in 1953 out of a 
national income of about £14,500 million. There is also another (quantitatively trivial) 

Septewber, 1954 



THE INCOME OF SHAREHOLDERS 1938-1953 


195 


leakage, for part of national income accrues to tlic government in its capacity as landlord 
and capitalist and cannot, therefore, become the income of any person. 

Table 2 covering the same period as Table 1 shows the changes that Iiave occurred 
in the distribution of personal income. 

rAHLli 2 

13istribuiu^n: of Pfksonai lsco^\ 

(in £ milliim’) 



19^8 

1946 

1948 

1950 

l^J52 

195 3 

Income ol Mmployecs 

^.007 

5,(,2S 

6,6 32 

67 4"., 

7,454 

68 4‘\, 

S,90 3 

69 V., 

9,442 

69'7‘\, 

Mi.xcd Incomes 

120“., 

1J79 

13-7'*., 

1,340 

1 3-6''., 

1,424 

1 M‘\, 

1,55 3 

12 2‘\. 

1,606 
11 9 

Pivideiub Lind IntereM paid by 
T^riti^h ( 'nri'»>iMle 1 ’ iidei takiu^s 
ami received by IVisvMIs* 

^)S7 

1 ^ OA. 

620 

7 2'\, 

711 

7 

716 

6 6‘’,, 

86/ 

6-8''., 

928 
6 8 *, 

Otlier Pri'perty liic<»me r^. reived 
by Persons — Kent, Naiion.il 
Dcbi Inicresi, v tc. 

475 

9 4‘*.. 

516 

6 0 '\. 

45 3 
4-6 „ 

549 

5 0” . 

'■:’9 

4 2'\. 

5v;l 

4 2'\, 

Social vSe<.iiri!.y I’ran fer P.i^- 
ments 

275 

5 V 

672 

7 8" . 

704 

7 2'’.. 

/ ' > / 

6 6",, 

910 

7P’,, 

1,000 

’Poial Personal Income 

5,048 

8,615 

9,840 

10,900 ' 

12,772 . 

13,5 37 

* It lias been assumed tliat ail the intcrosi and liividends ]''aid out bv Ihnisli ( 'mpiTale nndt: 
takings (excluding interc<irpofate traiisaciions; are received by U.K. (iti/eiis. 


Snuro/s : As in Talkie 1. 

It is obvious iJiat employees have greatly increased their share of personal income 
primarily at the e.xncnsc of shareholders and oiliCrs dependent upon property incomes. 

Broadly speaking personal incomes determine the distribiilion of {Hirchasing power 
available for buying ctmsunipiion goods. 1‘lie decline in the sharehi)lders' share of 
personal income represents, therefore, a decline in llicir share of the goods and services 
available for consumption and, therefore, in the standard ol’ living of the group as a 
whole. 

I'hc ligurcs wc have just noticed do not take into account the incidence of the 
personal income tax. If it is true that shareholders as a class are wealthier than 
emjdoyccs then the above tigurcs considerably underestimate ibc re-allocalion of pur- 
chasing power (post-tax) tlial has taken place for the increased rates of income tax as 
compared with pre-war are not here taken into consideration. 1 lowcvcr, it seems to me 
preferable to ignore the personal income tax in this context as it alfccls the shareholder 
and the non-shareb.older in a more or less equal manner — assuming they have the same 
income — whereas we arc really interested in the factors that have altered the relative 
pre-tax income position of shareholders and other income receivers. 

Our problem, then, is really to explain how a small increase in corporate profits 
as a percentage of national income comes to be associated with an enormous fall in the 
share of dividends in person^ income. This apparent paradox is resolved in a statistical 


13a 



196 


THE INCOME OF SHAREHOLDERS 1938-1953 


sense in Table 3. We see there the terrific decline in the proportion of corporate 
income that is distributed as dividends to shareholders. 

TABLE 3 

(Corporate Income Appropriation Account 

(in C million) 



1938 

1946 

1948 

1950 

1952 

1953 

Income 

Gross 'Trading Profits of Com- 

735 

1,511 

1,935 

2,358 

2,533 

2,732 

panies and Public ( lorporaiions 
operating in U.K. 

Other C'c^rporate Income 

301 

434 

585 

725 

665 

707 

Total. 

1,036 

1,945 

2,520 

3,083 

3,198 

3,439 

Ai-Location of Income 
Dividend Payments (Ciross^ 

657 

620 

711 

716 

867 . 

928 

6v3‘'., 

3L9'’o 

28-2';., 

23-4% 

27-1“,, 

270“o 

Tax Payments (excluding Income 

90 

658 

577 

782 

942 

978 

Tiix deducted from Dividend 

8-8% 

33 8‘’o 

22 9% 

25-4"., 

29-5“., 

28-4“., 

Payments) 

Gross Undistributed Pn'ifits in- 

289 

667 

1,232 

1,585 

1,389 

1,533 

cluding Provisions for Depre- 

27 9*\, 

34-3'\, 

48-9‘\, 

5P2‘\, 

43 4“,, 

44-6‘\, 

'wialii>n, Su^ck Appreciation 
and Dividend and Taxation 
Reserves 








Sources : 

: As in 'T 

able 1. 





In 1938 63 3 iKr cent, of corporate income went to the shareholders; in 1946 
31-9 per cent. ; and in 1953 only 27 per cent. In contrast we have an increase in the 
share taken by taxation — in 1938 S-8 per cent, of corporate income went in this way 
whereas in 1953 the proportion was 28*4 per cent. — and in tlic amount retained in the 
business. C!om]iaring 1 938 and 1953 we find tliai total corporate income w^as higher 
in 1953 by /J2,403 million, dividends by :^'271 million, taxation by £880 million and 
gross undistributed profits by no less than £1,244 million. It is clear that tlie decline 
in the share of dividends in personal income and in the standard of living of shareholders 
has been due to the substantial fall in the proportion of corporate income distributed to 
shareholders ; that the increase in dividends has been very' much less tlian the increase 
in profits. 

Explanations 

An examination of Table 3 suggests that corporate taxation has had something to 
do with the relative decline in dividends and it is well known that the tax rates applicable 
to companies have increased substantially since before the War. Assuming no dividends 
were paid about 31 per cent, of a company’s profits went in taxation in 1938 : under the 
1952 Finance Act the proportion w^as to vary from 50 per cent, to 65 per cent, depending 
upon the relation of chargeable profits to standard profits under the E.P.L. Icgislaticn. 
In addition to the general increase in rates the post-war company tax structure has 
discriminated against dividends. Whereas the 1938 profits tax (N.D.C.) taxed all 
profits at the same rate (5 per cent, deduaible tor income tax purposes) the post-war 
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profits tax has taxed distributed and undistributed profits at different rates. The rates 
imposed under the 1951 Finance Act were 10 per cent, on undistributed profits (deduct- 
ible) and 50 per cent, on distributed profits (deductible), 'riie discrimination still 
exists ; current rates beinp 21 per cent, on undistributed profits (non-deductible) and 
221 per cent, on distributed profits (non-deductible). 

Because company tax rates have increased it is obvious that if boards of directors 
wish to plough back the same proportion of profits as they ploughed back in 1938 then 
they must allocate a smaller proportion of total profits as dividends. A similar argument 
applies if total real profits have remained constant money profits have risen) and it is 
desired to plough back die same amount of real profits as in 19 38. 

As it is possible that boards of directors in the real post- war world have tried to 
behave in a way similar to that mentioned in the previous paragraph these considerations 
may have had some effect in bringing about the changes set out in 'fable 3 and, of course, 
the discriminatory nature of the profits lax has been an added inducement to pursue 
conservative dividend policies. 

The explanation suggested so far might be accepted as the answer to our problem 
if there was more or less complete conformity between the reduction in dividends and 
the increase in taxation — though, t)f course, even then we would be foolish to rule out 
other explanations just because of a nice arithmetical tit. But as '1‘ablc 3 shows no such 
conformity exists : the fall in the share of dividends is associated not only with an increase 
in tax payments but also with an increase in uiidisiribiitcd profits. In this context, 
however, 'fable 3 may be a little misleading as the totals given for gross trading profits 
and gross undistributed profits arc inclusive of provisions for depreciation and stock 
appreciation. During years of rising prices slock appreciation may be very substantial 
and this makes comparisons with other years very dillicull. It is probably better to 
exclude the 1946, 1948 and 1950 figures from the comparison ami focus attention on the 
differences between 1938 on the one hand and 1952 and 195 3 on the other. 'I'hcse arc 
years when stock appreciation was negligible. 

Some have explained the revealed shift from dividends to undisiribulcd profits 
and the fact that increases in taxation have not atreefed undistribuied profits by making 
reference to the requests of successive C'.hanccllors of the lixchctjuer for dividend restraint 
or to the feeling that dividend restraint was adopted because it was thought to be good 
for industrial relations. It seems to me that though some weight should be given to these 
ideas they do not by themselves constitute a satisfactory or sulficieiii explanation of the 
changes that we have noticed. I would argue that the shift can best be explained in terms 
of the combination of a period of inflationary pressure with the lad that many boards of 
directors have a particular attitude towards their shareholders. Both factors are 
necessary, 'fhe explanation runs as follows. 

For a variety of reasons — most of them highly respectable — many boards of directors 
do not think of the shareholders as individuals entitled to most of the profits ; on the 
contrary they lend to give priority to increasing the welfare of employees at all levels and 
to expanding the business by ploughing back profits. All this is fairly familiar : what is 
interesting is the effects that follow the combination of this attitude of mind with rising 
prices and profits. 



198 


EXPORTS AGAINST FOREIGN CURRENCIES 


The premise is that on the whole shareholders are reasonably satisfied if the rate 
of dividend is not reduced. Now dividends arc related to issued capital. In a period of 
rising prices and profits the maintenance of the same rate of dividend is equivalent to a 
reduction in the proportion of profits distributed and, of course, to a reduction in the real 
income and standard of living of shareholders (assuming they do not sell capital assets). 
Our argument is that directors though rarely prepared to make trouble with their share- 
holders by reducing the rate of dividend arc, nevertheless, not seeking continuously to 
reward them. The rising profits and prices of recent years have, therefore, permitted 
them to reduce the share of ]->rofits distributed while at the same time maintaining and 
in many cases increasing the rate of dividend. 

I feel, therefore, that even in the absence of higher rates of company taxation and 
government requests for dividend limitation that shareholders would have sutfered — 
not because any great managerial revolution took place but because of the inflationary 
pressure of recent years. Nor do 1 want to suggest that hoards of directors have 
consciously decided to reduce the rewards of their shareholders ; having increased 
dividend rates they probably feel that they have done well for their electors, 'fhe whole 
movement has been to some extent an accidental by-proLluct of inflation. 

There are signs that shareholders are likely to benefit in the near future. A rather 
different political atmosphere, the stabilisation of the price level, lower company taxation, 
the inlluence of take-over bidders, the mere passage of time which enables people to 
look back and realise what has happened ; all these are factors likely to lead to an increase 
in the income of shareholders, hven so I do not think that our enquiry has been in vain 
for we have indicated the importance, in this field, of inflation — which may w'oll occur 
again in the not too distant future — and it seems to tuc important that some of the less 
obvious repercussions of this phenomenon should be appreciated and understood. 

AUwchesrcr University. DAVID WALKER 


Exports Against Foreign Currencies 

By H. E. Evitt 

I 'f is true that sterling has now almost regained all its t'oimer international prestige 
and that it now finances more than one half of total wo;ld trtde. It is also true 
that this v. idespread use of sterling has not arisen sim;'‘ly because it is the currency 
used in the settlement of transactions between the large and important group of countries 
whose currencies are based on sterling and the non-sterling, non -dollar countries, but 
also because many countries whose currencies arc not widely in demand elsewhere use 
sterling for the settlement of current transactions between themselves. Further, the 
imp act of Exch '.nge Control regulations, from their inception down to the present day, 
has made sterling the only officially approved method of settlement for current transactions 
between the sterling group and quite a number of foreign countries. 'Fhe tendency 
has been, therefore, to forget about foreign currencies as instruments of payment and 
by fir the greater part of the commercial world in this country thinks only in terms 
of sterling. 
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It is becoming increasingly evident, however, that both consumers and suppliers 
abroad have, in a large number of cases, regained full confidence in their own currencies 
and are as iuixious to calculate prices and profits in terms of local currency aS arc the 
British. Moreover, compctilion for foreign markets is growing ever fiercer ;md 
enterprising sellers in countries producing similar ranges of govxls to those of Britain 
are looking for every possible means of attracting foreign buyers. Not the least of these 
memis is the practice of quoting an overseas buyer in terr s of his own currency, and 
on a c.i.f. basis, so that the buyer knows exactly what the goods are going to cost him 
without becoming involved in any foreign exchange transactions, 'riiesc complexities 
and risks are, of course, thrown on the seller but their acceptance is only part of good 
salesmanship. Britisli traders will have to become aware of this situation and shape 
their policies and practices to meet those of their foreign rivals. 

Exhortations by Ciovernmcnt departments and olficial spokesmen to British industry 
in general to export, and to keep on exporting, have certainly not been lacking. 'The 
latest piece of propaganda has been the direct circulation to a large number of small 
lirms of an invitation to consult the ( lovcrnmcnt departments eoitcerned on the problem 
of commencing to export their products or to step up an existing export V4)lume. 'flic 
business of exporting is, h(nvcvcr, far too complex to be handled by amiieurs. In its 
initial stages it is also a very troublesome and expensive business which needs the 
constant attention of an expert stall* and the wholehearted personal elforts of at least 
one high executi\'e. 'Fhe risks encountered by a new entrant to the export trade are 
far from sufiicicntlv appreciated, 'fhe basic requirement of intensive m irket research 
to discover whether any given product will be acceptable in an overseas m irket, or 
whether it will need modifications to suit it to local tastes, is given far too liltle thought 
aiul efi'orl. High executives arc so tied by their existing duties that they cannot make 
personal visits to projected new markets to study local conditions on the spot and, what 
is equally invoortaiit, to discover for themselves the most suitable local agent or 
distributor. 

It is, of course, completely foreign to the tradition of Cjovernmcni departments 
directly to recommend any individual or group a:: being suitable for a certain purpose. 
Otherwise, it is certain that official advice to a small manufacturer would be to ally 
himself with one of the big lirms of export merchants whose livelihood depends on their 
efliciencT in exporting and whose business it is to have the greatest possible knowledge 
of tl'ic markets which they serve, 'fhese merchant houses specialise in particular 
territories and in particular ranges of goods. No firm can he completely expert in trade 
with countries from China to Peni, or in goods ranging from tin tacks to tram-cars, 
d'he specialist lirm knows its job and if it agrees to handle a certain product for a certain 
territory it becomes I'iie manufacturer’s exclusive outlet lor tliat product in that 
territory. He can be certain that as long as he complies with specifications of manu- 
facture and delivery dates, he will receive prompt payment from the merchant house, 
and that he will be relieved of all the responsibility and difficulty of finding reliable 
overseas buyers and obtaining payment from them. It is usual for a basic sales price 
to be agreed upon between the manufacturer and the merchant house which the latter 
is authorised to increase by an agreed percentage. 'I’his percentage is normally very 
little, if any, more than the. manufacturer would have to pay to an overseas agent were 
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he ccnducting his own export business. The merchant house will also advise him on 
articles and designs likely to prove most acceptable to the markets served and will, 
in fact, act as his own export experts. 

Where the manufacturer is conducting his own export trade, he will quickly discover 
that the normal commercial risks of the home trade are considerably intensified in the 
case of overseas trade. He can now, fortunately, insure with the E.C.G.D. against 
the most vital risks, but he will still meet the foreign buyer who endeavours to wriggle 
out of a contract on one pretext or other on a falling market. After a brief experience 
miny manufacturers have come to the conclusion that the risks, trouble and expense 
of export trade arc too great for the resulling profit margin. Proposals for the setting 
up of export groups, with a central export organisation to handle the products of the 
member firms, have met with small success. Human nature being what it is, each 
member feels that the central organisation will give preference to the products of some 
other member and that if he discloses the names of overseas buyers to the central office, 
other members may have access to them and may develop products which wfill supplant 
his own. 'Phere is, however, much sunshine as well as cloud over the export scene. 
The volume of British exports has been steadily expanding, even though at a slower 
rate than was desired and expected. Prices, on the whole, have remained competitive, 
but the coal sitiiaiion is grim and power and transport costs are constantly moving 
upw'ards. It must be repeated, therefore, that every possible means of attracting 
foreign buyers must be tried, including the practice of quoting in foreign currencies 
on a c.i.f. basis, which can be done in terms of U.S. dollars to many countries whose 
own currencies are not generally acceptable as a means of payment. 

Basically, the calculation of a selling price c.i.f. a foreign port is quite simple, but 
the currency used should be conlined to one of those quoted in the I.ondon Foreign 
Exchange Market and for w hich there arc limits to fluctuation by reason of the existence 
of official buying and selling prices. 'Phesc official prices give an overall margin of 
fluctuation of about 1.1 per cent., but most of the current exchange rates arc, and have 
been for some lime past, soinew here around the middle point between the upper and 
low^er limits, with the exception of the U.S. dollar which has been persistently near 
the upper limit for several months. In the case of most currencies, therefore, the 
margin between current quotations and the official upper limit is not more than J per cent., 
while in the case of the U.S. dollar the margin is at present negligible. 

All that is necessary, therefore, is for the exporter to calculate his sterling selling 
price c.i.f. the named foreign port and then to convert this into the foreign cTirrency 
in which he proposes to quote by using the higher (or buying) official rate. For example, 
if he proposes to quote in French francs, for which the upper official limit is roughly 
987-30 frs. per £, and his c.i.f. price w’ould be £10 per article, he would quote the overseas 
buyer 9,873 F.frs. per article. As long as there is no change in the official buying 
price for this currency he runs no risk of an exchange loss, but can rather look for a small 
profit if current rates remain below' the official upper limit. His risks arc that in certain 
circumstances, as for instance a return to convertibility of several major currencies, 
the margin between the official buying and selling prices might be widened (which would, 
of course, destroy the basis of any calculation as above), or that the authorities in the 
country whose currency is used for the quotation suddenly decide upon devaluation of 
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the currency, which would again destroy the basis of calculation. 'Fhese risks, however, 
are so small as to be almost negligible if the quotation is being mailc for immediate 
acceptance or rejection. A quotation in terms of U.S. dollars on the basis of the 
upper limit of 52-82 per £ could be made to, say, Poland or Hiingan’, with the absolute 
certainty that this limit would not be changed within the day or two which it would 
take to obtain an acceptance or a refusal of the offer. 

It is absolutely essential, however, that the exchange risk should be covered as soon 
as the acceptance of an offer of sale has been received. If, for example, an exporter 
offers 1,000 articles at 52-82 each to a Hungarian buyer, and his oiler is accepted, he 
knows that he will in due course receive 52,820. He will, in fact, ordinarily require 
the Hungarian buyer to open a credit for this amount in his favour with a London 
bank, bven if lime for manufacture has to be allowetl, as well as time for eventual 
shipment of the goods and preparation i.nd presentation of the shipping (locumcnts, 
he shouKl be able to calculate within a little the date on which he will receive the dollar 
payment. Assuming that this would take place about 2 ' months after the dale on which 
he received the acceptance of his offer by the Hungarian buyer, he must iit once arrange 
a forward exchange contract with his bank under which the bank agrees to buy from him 
the amount of U.S. dollars in question, for delivery at his option tluring the third month 
from the date of contract, at a rate of exchange which is fixed there and then on tlie 
basis of the current market rate for U.S. dollais. I'he exjH)rlcr then knows the exact 
amount of sterling which he will receive when he presents his documents and sells the 
dollar payment to his bank. 'Phis shouKl be slightly more than the sales value calculateil 
in sterling because for his quotation to the Hungerian buyer he has used a rate of exchange 
higher than that currently quoted in the market. 'The principle of covering exchange 
risks by a forward sale of foreign currenev to be received is absolutely vital and must 
never be neglected. 

In cases where the overseas buyer has to be coaxed still further, anil so I’ar from 
asking him to open a bank credit providing for payment in cash against documents it 
is necessary to offer him a period of credit, the procedure is equally simple, all hough, 
of course, it introduces the element of the normal trade risk that the buyer mav not 
meet his eventual obligation. Imr example, goods are olfered to a Swedish buyer in 
terms of Swedish kroner on a c.i.f. Stockholm basis, for delivery within two months 
and against payment of a !•() days documentary draft drawn by the exporter on the 
Swedish buyer. 'Phe offer is accepted for 1,000 articles at kr. 29-20 each, representing 
the sterling c.i.f. selling price of £2 per article converted at the approximate upper 
official limit of kr. 14-60 per £. 'Phe exporter then knows that in approximately 3.1 
months time (allowing for the time taken in assembling the documents, forwarding 
them with the 30 days draft to Stockholm, and the collection of the proceeds when 
the draft matures), he will receive Sw.kr.29,200 in payment for his export. Immediately 
he arranges to sell to his bank this amount of kroner for delivery at his option over 
the fourth month from the date of contract, at a rate of exchange fixed at once and 
which will be applied to the conversion of the kroner into sterling as soon as collection 
has been effected. 

This means, of course, that he will have capital locked up for that period as against 
receiving immediate reimbursement when the terms of payment provide for the opening 
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of a bank sight documentary credit. If his credit standing is good, however, and the 
Swedish buyer is also of good repute, his bank will always be ready to make him an advance 
against his usance drafts on Sweden up to possibly 80 per cent, of their sterling value. 
II he is conducting a fairly large export trade with several overseas markets, his bank 
might agree to open for him an “ Exporter’s Acceptance Credit,” under which he would 
be entitled to draw clean drafts on the bank at 90 days sight for, say, 80 per cent, of the 
face value of documentary drafts on foreign buyers handed to the bank for collection 
and for which the proceeds should be available witiiin the 90 days of the credit. He 
thus obtains a bank acceptance which he may discount at the finest rates and so finance 
himself for further business. 

Once the exchange risk has been covered by a forward exchange contract with his 
bank, he has no further worries on this score and if his original quotation in terms of 
the foreign currency was based, as suggested, on the oliicial upper buying limit, he is 
also protected against any thictiiations in current market rates which might occur 
between the lime of making his olfer and the recoil'll of the buyer’s acceptance of it. 
There are usualh' some signs and portents of any change in the oliicial quotations or of 
an impending devaluation ot a currency, and his bank will always be ready to advise 
him as to the likelihood of any such event taking place if he makes the enquiry before 
aelually putting forward his foreign currency quolaiion. The enterprising exporter 
will lake pains to make himself foreign exchange minded ” and meet his competitors 
on level terms. 


A Matter of Policy 

N O'rU'E of the change of ownership of the part share-holding in Lloyds and 
National Provincial P'oreign Bank Limited appears in our Notes and Comments 
section on page 206. d he two Clearing banks concerned have not dilated the 
matter, merely expressing themselves satisiied that it is better that the Foreign Bank 
should be under one ow-nership. d'his leaves the public guessing as to the reasons, 
but at the same time a degree of reticence is necessary if the banks are to enjoy immunity 
from tedious argumentation on c\cry decision they care to make on w'hat is conceived 
to be in their best interests. Indixidual banks have their own ideas on many other 
matters, as for example, tlic degree to which control should be decentralised into Local 
or District C Committees of the Board, on premises programmes, and so on. Ilowxwer, 
since major changes of banking ownership occur so infrequently, there was bound to be 
spccnlalion in the Press and elsewhere as to the reasons behind this latest event, leading 
logically to a discussion of the pros and cons of direct ownership of foreign subsidiaries, 
and of direct representation abroad. 

On this particular matter there might be fruitful investigation by reference more 
to the places w^here British banks are neither apparently able nor willing to acquire 
direct representation. In Scandinavia, for example, the banks operate under Royal 
licences, and it is not open to foreign banks to establish themselves either in Norway, 
Sweden or Denmark, even if they could see advantages in so doing. The German 
economy is so closely paralleled by our own that its banking business would be entirely 
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Germim-owned on that account, were it not for two exceptions which are in tliemselvcs 
signilicant. First, there arc the usual iravel-agency-bankers from abroad, and secondly, 
the offices of exchange banks in Hamburg (Rank of British W'est Africa, Barclays Bank 
;D., C. & O.), C'hartcred l?ank of India, Australia & ('hina, Hongkong & Shimghai 
Banking (Corporation, Netherlands Bank of South Africa, Standard Bank of South 
Africa, etc.)- Hamburg is a Hanseatic port from which Hows a vast stream of foreign' 
trade, and where specialised banking knowledge ot' particular markets can be utilised 
to the full. 

'i'he steady surge of tourist traffic from Flurope and America must account lor the 
success of institutions like the Ameiicm FCxprcss (Company and 'fhos. (Cook Son. 
One has no doubt whatsoever that the British banks with “ owu name ’’ offices on the 
Continent have been able to direct a constant stream of tourist business to their subsidiary 
companies there. Alongside this How of small exchange business, commercial connections 
have grown. 'I'hc Fatglish banks on the spot have been able all the better to interpret 
for British business houses the commercial manners and customs of the countries where 
they are esl-iblislieii. Recent vears in wiiieli " export drives " have directed otherwise 
domestic maiuffCa Utre ;m<l trade into external markets must have underlined the useliil- 
ncss of sucli banks, where the hitherto untutored exporter has touiul nationals of his 
own Lountry p irliciilarly adept in helping him to learn the roocs. Wore than one 
pu//'led business man on liis first trip to Paris mast have been put at his ease by an 
attendant messi.nger w !iosc F’rench alternated with a homely cockney Hnglish. 

Where, as in Fngland, the countries abroad arc highly industrialised, British banking 
is content to coniine itself to a handful of offices, selected with care to suit particular 
pur]'»oses. In other countries tlie reasons that operate in the case of Hamburg are 
behind the decision to maintain exchange banking offices. In the ("olonics, the Far 
East, in India and so on, the retention of British banks is a matter of sell interest for 
the countries camcerned. In this respect the undoubted stability of British banking is 
first and foremost the key to their success. 'Phis can over-ride political and nationalist 
aspirations, as can be seen from the expansion of Idoyds Bank’s business in the Indian 
continent since independence was granted to India and Pakistan. 'l\vo branches have 
been opened in Aladras, others in ("hittagong, Dacca, and Karachi. Similarly, the 
other Exchange Banks have enlarged their operation'). Again, the efficiency ol British 
banking, especially in the handling of foreign trade, has led to the opening ol many 
banks abroad where, in spite of local competition, they hold tlieir own and make a 
profit. Barclays Bank (D.G. & O.) is such a case. And that such banks have been able 
to hold their ow’n through an era of exchange restrictions fnoimally giving the indigenous 
banks almost mono)'».)ly rights in exch'.mge business; is evidence ol the soundness of 
decisions and policy behind the maintenance of such offices abroad. In spile of world 
upheaval, the Eastern lilxchange banks remain today as firmly a part of the world’s 
commercial machinery as ever they w’cre — and stronger than ever before. The Chartered, 
National, Merc;mlile, Hongkong, Eastern, etc., are honoured names wherever Eastern 
banking is mentioned. 

This has moved us away from the main question of subsidiaries, and whether 
there is an advantage in direct ownership of a foreign bank. It seems clear that sub- 
sidiaries as such are not the question — all banks have an interest of some kind in other 
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banks, if it is only in Irish or Scottish concerns. Only on the point of foreign banking 
is there any sharp division of policy. There is the view that the appointment of good 
local agents abroad will lead to reciprocation of business, whilst direct participation in 
the foreign country will lead to loss of reciprocity. If there is anything in this argument 
it is not apparent on the surface. As against this, there is the benefit to be derived from 
having one’s name constantly in the foreign public’s eye, and in having one’s own em- 
ployees on the spot where foreign business is to be had. Underlying all this is the 
profit and loss account. In most cases we know nothing much of the profitability or 
otherwise of such subsidiaries. We do know, however, that banks whose business is 
predominantly abroad have made substantial earnings in the past, are paying dividends 
yet, and, most important, by their operations enlarge our “ invisible ” earnings of foreign 
exchange. But it w^oiild be fallacious to assume that direct ownership of foreign banks 
is necessarily the most cflicient way to achieve these ends. Until we are vouchsafed 
more information than we have at present we shall never know. 


Notes and Comments 

A FURTHi-K proof of thc growing strcngUi of sterling was given 
dollar iigures for July which showed a deficit of only 
.S4 million despite thc transfer of almost 8100 million to Britain’s 
creditors in E.P.U. I'he total reserves now amount to 8 3,01 3 million being 77-9 per cent, 
of the last peak of 83,867 million in June, 1951. (Sec thc tabic below). 

SlfRIINW AR»-A’.S Cioin AN1> Ddfiar Kjsjrvjs- 
Anjalnsis oi- (iolo .Mom-minis 

•III iniUi(Mi) 

_ _ Cfoivi Pavinonts ( t Receipts t _ _ 
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or iMoiiiii 
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t»r 

Dctjcii 

ot 

!•: p.r. 
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ment 

which 

Balance 
with Best 
of the 

W orld 

Defence 
.•\id ’ 

Change 

in 

Reserves 

Reserves 
at hnd of 
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Alonlh 

of 

last Peak 
of 83,867 
million in 
June, 1951 

1951 

1st half monthly average . 

-• 71 

• 7 

• 64 

• 23 

1 

i 

i- 94 

3,867 

lOl) 0 

2nd half monthly average 

2 32 

43 

- 189 

i 6 

2'2(i 

2,335* 

60 \ 

1952 

1st half monthly average . 

141 

50 

82 

37 

- ,7 

1,685 

, 43 6 

2nd half monthly average 

' 19 

i 14 

; 5 

j 38 

i 27 

1,846* 

1 47-7 

1953 

1st half monthly average . 

f 59 

• 23 

; 36 

28 

• 87 

1 2,367 

I 61 2 

3rd quarter nn>nthly average . 

; 12 

6 

: 

: 28 

T- 40 

2,486 

64 3 

4lh quarter monthly average . 

- 52 

- 2 

. 54 

t 19 

71 

2,518* 

i 65 1 

1954 








1st quaitcr monthly .average . 

♦- 36 

+ 2 

J 34 

20 

1 56 

2.685 

i 694 

2nd quarter monthly i 'erage . 

-■ 104 

: 20 

. 84 

• 6 

i 110 

3,017 

78 0 

July 

r- 80 

4- 4 

• 76 

-r 15 

- 4t. 

3,013 

i 77 9 


* After payment of $181 million on December 31 each year to service various North American loans ; these 
items are not included under “ Balance with Rest of the World.** 
t After payment of $39 million to Canada under new agreement for amortisina 1942 loan. 

^ After special payments totalling ^99 million in mid-July to Britain’s creditors in H.P.U. 


September, 1^54 



NOTES AND COMMENTS 


205 


I'he $98-75 million paid on July 13 to seven Huropcan creditor countries represent 
the initial immediate cash transfer in part settlement of the United Kingdom’s debt 
to the European Payments Union totalling $395 million. 'Fhese cash payments of 
25 per cent, were arranged in bilateral agreements between Britain and her creditors in 
June when the E.P.U. clearing arrangements were extended for a furtlter twelve months 
to June 30, 1955. The remaining 75 per cent, of this debt was settled by funding' 
operations over five, six and seven years. 

Without these special gold and dollar transfers, the total surplus would have 
amounted to $95 million. If we deduct defence aid receipts from the United States 
in July of $15 million and a net receipt from E.P.U. of $4 million in respect of the June 
settlement, w’c are left with a surplus of $76 million representing all balances with 
countries outside E.P.U. which compares witli only $14 million in the previous month 
and $51 million in July last year. 

'I'he United Kingdom’s surplus with the Jturopean Payments Union in July was 
exceptionally high. It amounted to million of which /j4 5 million were received 
in gold or dollars during August. 


CAPITALISING 


Undi-r present less restrictive conditions, schemes for the re- 
BANK casting of banking capital, involving the capitalisation of reserves in 
RESERVES another, are becoming more frequent. 'The two most 

recent schemes of this kind are those announced during the past few weeks by the 
Royal Bank of Scotland and the Mercantile Bank of India. Meetings of the general 
court of the Royal Bank will be called before long to aj^prove an increase in the bank’s 
capital, which is composed of one class of stock only, to £5,950,000. 'I'his will involve 
the creation of £1,700,000 of additional stock, which is to be issued fully paid to stock- 
holders in the proportion of £2 of new stock for every £5 held. 

1 he Royal Bank has a published reserve fund of £4,877,216, apart from its inner 
rcser\’cs, which arc doubtless considerable. In common with tliose of many other banks, 
the dividend was raised in the last linancial year fto Uctober 10, 1953) after remaining 
unclianged for many years in succession. The increase was Irojii 17 per cent, to 18 per 
cent., and the interim distribution of 9 per cent, for the current linancial year has main- 
tained the higher rate. 

The proposals of the Mercantile Bank of India board are more complicated. In 
the first place, each of the “ A ” and “ B ” shares, now of £25 nominal value with 
£12 105. paid up, is to become five shares of £5 witli £2 IO 5 . paid, w'hile each of the “ C ” 
shares is to be divided into five fully-paid £1 shares. Following tJiesc changes, a free 
issue of 420,000 additional £1 “ C ” shares will be made on the basis of one “ C ” share 
for every “ A ” and “ B ” share of £5 and two for every five of the “ C ” shares in their 
new form. I'hc issue will be made from the capitalisation of reserves, including the 
v.hole of the share premium account. 

Announcing that a sum of £670,000 has been transferred from the bank’s inner 
contingency account to the reserve fund, the directors state that they hope the present 
rate of dividend will be rtiaintained on all classes of share, including the new “ C ” 
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shares, for the second half of the current year, but add that dividends thereafter must 
necessarily depend upon results. Apart from any benefit the shareholders receive 
through the reserve capitalisation, the splitting of the “ A ’’ and “ B ” shares should 
have the advantage of making the shares more marketable. 


BRITAIN’S latest annual report of the Bank of England contains the 

OVERSEAS customary statistics on the use of sterling in trade outside tlie sterling 
INVESTMENTS accompanicd by a paper continuing the scries of 

estimates, first published by the Hank in 1950 in a pamphlet entitled Ihiitcd Kin^^dom 
Investments^ 1938-48. I'hcse estimates cover the investments of residents in the United 
Kingdom through the medium of securities known to the London Slock Exchange. 
It should be made clear that they do not set out to cover all British overseas investments, 
and are therefore not comparable with the figures contained in the Balance of Payments 
While Papers, since they exclude investments in a number of companies whose activities 
arc divided between home and abroad — such as insurance and sliippiiig concerns. 

Ii is estimated tliat the nominal capital values of United Kingdom investments 
abroad increased by £1 million in 1952 to jC 1,985 million, although investments in 
Commonwealth countries declined during the }car by that amount. Investments in 
foreign countries dropped by £A million, and unclassified investments (which, include 
investments in the oil industry) rose by about £1 million. Details of changes in foreign 
investments show a net addition of /,'20 million in the nominal value of United Kingdom 
holdings of U.S. domestic securities, partly acquired from the proceeds of sales of 
other securities on the U.S. markets. 'I'his increase was more than ofi'sei by sniiill 
reductions in U.K, investments in most other foreign countries. 

Interest and JhiJeiids received by the Lmitcd Kingdom on its holdings of overse-as 
secmrilies, whieli in this scries of estimates reached its highest point in 1951, fell by 
£6 million £154 million in the following year. Pracucally tlic whole of the decline 
occurred in dividends on shares, e\ idciitly reficcting the efi'ect of the decline in com- 
modity and metal prices in 19'S2, following the boom caused by the outbreak of the 
Korean war. 4 'he Bank records that lower dividends declared by rubber, lea and many 
mining com]\mies afi'cctcd the income figures from British Central Africa, South Africa, 
India, Ceylon and Malaya. 4 his decline, however, was partially ofi'set by the higher 
dividends paid in 1952 by oil companies, in some cases on increased share capital. 


An agreement was reached last month whereby Idoyds Bank will 
A BANKING acGuire the National Provincial Bank’s holding of shares in Lloyds 

SEPARATION ^ i i t -n i i 

and National Pro\ incial Foreign Bank. Lloyds Bank will thereby 
double its present holding of 12,000 shares of £50 each. 

The Foreign Bank began its career as Lloyds Bank (France) Limited in 1911 , when 
the business of Armstrong and Co., of Paris, was taken over. Six years later the National 
Provincial Bank was invited into partnership, and the name of the bank was changed to 
Lloyds Bank (France) and National Provincial Bank (France) I Jmited ; the present 
name was adopted in 1919 . Another change will follow' on January 1 , 1955 , from 
which date the bank will again be a wholly owned subsidiary of Lloyds Bank. The 
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title has yet to be determined, and it seems unlikely that the original name of Lloyds 
Bank (iTancc) Limited will be re-adopted since the bank now extends into .Belgium, 
Switzerland and Monaco. 

The reason for the parting is stated to be that “ both parties feel that there are 
advantages to be derived from the substitution of sole owiiersiiip for the present joint 
proprietorship ” — a common enough truth. It is not clear, however, what has siidiienly 
accentuated it after thirty-seven years of double harness, d'he break is naturally 
conducted in an amicable fashion, and the National Provincial Bank will continue to 
use the bank’s tacilitics. The policy of the Poreign Bank will remain unchanged — in 
the initial stages, at least. XX'ithoui fear of restrictions on the executive caused by 
differences of outlook on the board, scope may be found for wider and increased activity 
later on. 


'Phike was no surprise in the (jiy at the announcement last 
ELECTRICITY moiith of a new issue of British Electricity Authority stock. The 
STOCK growth of the public utility industries' borrowing IVom the banks had 
already indicated that ilie lime was near when these advances would be fiindeil by an 
issue of stock to the public. 'Phe size of the issue was also much as expected, and the 
£100 million it raised was all but equal to the Authority's temporary borrowing, which 
totalled £104 6 million on July 31. 

'Phe new stock carries 3^. per cent, interest, is dated 1976-79, and is an addition to 
the £150 million of Ideciricily 1976-79 stock previously outstanding. Two small 
advantages attach to this further issue of an existing stock, the more important being 
that the total of £250 million of the slock now in issue is a more sizeable figure by 
present-day standards, and the stock should command a freer market on dial accoimi. 
Moreover, the form of the new stock avoids yet another addition to llie multiiilicily of 
Government and Government-guaranteed stocks now on the market. 

The price of lOO.l, at which the new stock was issued, makes an interesting com- 
parison with the issue jmice of 99 at which the previous issue of the same slock was 
made in May 1950, when, of course, the maturity dates at the lime of issue were further 
ahead than they are at jirescni, and therefore called for a larger reiurn dian they would 
in the same circumstances at the present lime. 'Pliat the auihorilies are now in a 
position to raise money on the same stock at a price li per cent, higher than in 1950 is a 
measure of the ground recovered by gilt-edged prices since the period ol high money 
rates and low security prices in 1952. 

At the price of issue, theyicldonthclatest tranche of Elect ricily 3.1 percent. 1976-79 
was almost identical with that offered by die e.xisting stock, after allowance for interest 
included in the price of die latter, the issue terms thus providing no particular induce- 
ment to subscribe. This suggests that die audiorilics were quite prepared to see a large 
slice of the new stock subscribed by the public departments to make good a shortfall 
in other subscriptions. The rc.sult of the olfcr suggests that the departments were, 
in fact, called upon to take up a considerable part of die new stock. Allotment in 
full was made to applicants for amounts up to £250,000 and larger applicants 
received 78 per cent, of the amount subscribed. 
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VALUATIONS valuatioH of house-property for loans by building societies 

FOR is the subject of a pertinent article in the August issue of The Building 

ADVANCES Societies' Gazette. The writer discusses the merits (or perhaps, the 

demerits) of taking a basic year like 1939 and adopting a formula by which values should 
be raised to take account of price rises from then on. Or, he suggests, some more 
scientific approach, for example, the ascertainment of replacement costs, might be 
attempted. The arguments, if not conclusive, are at least interesting, and they indicate 
all 1(^0 w ell the effects of years of restriction and control on the riddle of values. Happily, 
or so it would seem to the banker, whose day by day decisions must comprehend a far 
wider range of collateral security, the specialised lending of the building society will 
soon reach the more satisfactory basis of the price ruling in a freely competitive market. 

Sixty years ago the top rate of estate duty was 8 per cent. Now 
duty's these duties raised just about 1.3 per cent. 

of the total revenue ; today they give us but 3.1 per cent. In these 
round figures the increasing effect of death duties on the distribution of personal 
wealth, and the decreasing significance of the duties as a means of raising revenue 
stand in stark contrast. A timely article in the August number of The Midland Bank 
RcTie7o draws attention to the need for a thorough inquiry into the whole system of 
death duties, particularly now that there is a Royal C^ommission dealing wath the 
taxation of profits and income, 'riic yield is uncertain ; the incidence on particular 
estates irregular ; the breaking up of large estates has had a deleterious effect on the 
proper maintenance of agricultural properly. Indeed, whole areas of land may suficr 
a decline merely by reason of successive deaths in a family taking place at short intervals, 
'faxation may be at its best when progressive, but inquiry is imperative when it can be 
showTi that the national economy may be harmed thereby. 


Those deluded into regarding banking as a hideous monopoly 
FOR BOYS should observe the serious competition for new business, in which 
up-to-date publicity methods are employed. As an example of this, 
wc commend the newest booklet issued by the Midland Bank, This Way to Independence. 
The idea behind this approach to the rising twenty-oncs is to get them into the bank’s 
books as early as possible. Its appeal is three-fold ; first, it acknowledges the right of 
the young to have their own minds, and be capable of adult decisions ; secondly, it 
answers the first elementary questions regarding a banking account, namely, how docs 
one pay in money and draw it out ; thirdly, it invokes a mild sense of humour to appreciate 
the illustrations of the text, which are mainly caricatures. The advantages of a bank 
account arc clearly explained, and, given a wide circulation, the booklet should prove 
effective in adding to the number of the bank’s customers. 

We have received a 35 page booklet entitled A Handbook for 
AN EXPORT Exporters^ which the Westminster Bank has issued. It is primarily 
designed for w^hat might be termed the “ elementary ” exporter, and 
in consequence does not pretend to be a comprehensive survey of export practice ; for 
more help in this w^ay the bank, of course, offers its specialised services. The text is 
clear and the explanations lucid. A helpful specimen C.D.3 form is interleaved. 
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There are also four specimen bill forms of full si/c which should do much to assist the 
merchant, though strangely enough a specimen bill under a bank credit is not included 
amongst these — presumably the bank reckons on being brought into consultation when 
drawings arc made under credits. 1 he first halt ot the booklet deals with marketing 
and packing, etc., problems, and this is necessarily compressed and general. Methods 
of payment arc dealt with in more detail, and the whole should adequately serve the 
purpose for which it is intended. 

'fiiE Rank Clerks’ Orphanage held its 7ist annual meeting on 
August 17. Sir Cicorge Abell, a director of the Rank t>f luigland, 
was elected a vice-president in succession to Sir I’)allas Rernard. 
Mr. A. W. C. Dasconibe, secretary of the Rank of Hngland, was re-elected chairman of 
the general conunittce lor a turihcr year. i\tr. F. I. Ashti>ii, controller i>f aihninisiraiion 
ot iltc A-lieiland Rank, was elected licputv-Liiairman of the general committee on the 
resignation of i\lr. CF Dodd, stall' manager of Lloyds Rank, who held this olliee for a 
term of four years. 

The annual report of the orphanage for the year ended March U shows an income 
of £77A90. As total expenditure amounted to /\S8,825 (compared with £81,V12 in 
1953), there was a dclicit on revenue account of £1 1, 3 35. 'I'hc capital account, liowevcr, 
shows that receipts from donations ot'/^2() ami over aiul from legacies reached /j22,715 — 
a figure which is regarded as highly satisfactory. Not Ic'ss than /,*81,t'Ai2 of the total 
expenditure was spent on the education, rnaintenaiici:, and clothing of the children. 
'I'his item may well continue to increase as the cost of education is still going up. 
Anodier reason for the increased expenditure was the growth in the number of children 
in the care of the orphanage which for the year ended March 31 amounted to 779, a 
figure never recorded before. 

Overseas Notes and Comments 

FAi-LiNo Since the end of the Korean crisis, the Rank deiiisdicr Liinder 

INTEREST RATES reduccd its discount rale hve limes : the lirst reduction look 

IN WESTERN 

GERMANY* pUicc Oil xMay 29, 1952 from 6 per cent, to 5 per cent, and the last 
one on May 20, 1954 from 3.1 per cent, to 3 per cent, which is tJie lowest I-.ank rate 
since 1905. 

This reduction is not connccletl with any trade cycle policy for tlie upward move- 
ment of production and cmploymenL is still continuing. Rather, the issuing bank is 
ob\'iously following the downwxird trend of interest rates which rule in the free money 
market. The market fur short-term money is still very liquiti. 'riiis is mainly due to 
the continuous and high inflow' of foreign exchange from the export surplus which results 
in corresponding payments by the issuing bank to (he economy. Rut the most important 
aim of the Bank deulscher Lander is to continue reducing the rale of interest which 
is still regarded as being too high. 

The clTcctivencss of the change in the discount rate depended on how far the 
reduction of interest by the issuing bank would be passed on by the credit banks to the 

* See aho tiic arrick Western Germ.any’s Capital Market still Lagging,” Volkmar 
Muthesius, The Bankers' August, 1954. 
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economy. As is well known, the debit interest of the German banks has hitherto 
automatically been linked to the Reichsbank rate, whilst new negotiations had to take 
place between the board of control of the banks and tlic leading associations of the 
credit institutions after every discount change with regard to credit interest. As a 
result of the considerably reduced margin between the banks’ debit and credit interest 
caused by the previous reduction in the discount rate, the banks have been promised 
(after ihc reduction in the rate of discount from 4 per cent, to 3h per cent, in June, 1953; 
that, if there should be a further reduction, they w'ould not have to do the same with 
regard to their debit interest ; rather, the previous rate of interest of 5 per cent, (to which 
has to be added a credit commission of \ per cent, per month amounting to 3 per cent, 
per annum) ought lo he considered as the minimum rate to borrowers. Nevertheless, an 
agreement about a reduction of debit interest by } per cent, came into being at the end of 
June. On the other hand, cretlit interest was also reduced by | per cent., with the sole 
exception c^f the rate for normal savings deposits wiiich remained unchanged at the rate ol' 3 
per cent. ^ the savings banks had energciically opposed any reduction of the interest paid 
for savings deposits. 'I'his interest, it was said, is already too low compared with the 
interest paid on mortgage and other bonds. As from July 1 banks and savings banks 
grant interest of .1 per cent. I'or money free of commission and 1 per cent, for money which 
is subject to commission. I’rom 3 to 4 per cent, is paid for savings deposits (depending 
on the period of notice) and 2 to 3 A per cent, for term money. 

'Hiesc changes in the rate of interest have now the etfcct that part ol‘ die long-term 
money is withdrawn by the banks and is invested in fixed iiUcTest-bearing securities. 
On account of flic so-called law for promoting the capital market 
{KiipittilniarkiforJcruiii^siicscfz)^ which is still operative, these yield a real interest of 
about 5.1 per cetu. which, in addition, is free of income lax. 'The turnover of these 
securities, and cipecially of 5 per cent, tax-free mortgage bonds fr»r house-building. 
ha\e lliercby been consielerably increased, ami the mortgage banks could already increase 
the selling price from 9 3 per ceiil. to 94 per cent, and in some cases to 95 per cent. 
This has had the result lliat the reduction in interest has already been felt on llte capital 
market. 

In the Press there has recently been increased discussioit as to whether the mcmenl 
has not come to exchange the rigidity of the banks’ interest rates in favour of free 
competition in this sphere. After the experience whicli XX'estern (jermany nas had 
in other sectors with the lifting of all restrictions, it may be assumed that a liberalisation 
w^oiild result more in a reduction than in an increase of interest rates. But taking 
all factors into account, the present economic development may not yet justify such a 


On August 7 M. Mend cs- France was granted picins ponvoirs until 
March 31 next in order to go forward with his plan for the rehabilitation 
of his country’s economy. He is the ninth Premier in thirty years to 
whom the French parliament has accorded a temporary dictatorship. What use did his 
predecessors make of their exceptional pow’crs ? Poincare, in 1926, “ saved the franc ” ; 
of the others, Pinay is remembered for some cautious stabilising — the rest arc perhaps 

Scptcniht'ry 


measure. 


VI. |VIENDi£S- 
FRANCE'S 
230 DAYS 
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best forgotten. It is not a cheerful augury for A\. Mendes-France in his 230-day enter- 
prise, particularly as he has been warned that his plans must bo carried out without any 
net increase in expenditure. Subject to this rcslriciion, the Assembly has given him 
permission to create conditions in which French agriculture and industry, now largely 
priced out of the market, shall once again be able to tacc internal ional competition, 'fhe 
details of his programme are very vague but the re-adaptation ol the whole complex of 
productive forces is central to it. To secure that massi\e change, M. Mendes-b’rance 
proposes to hasten the liberation of imports, within K.P.lf, from the present per cent. ; 
to reduce or wipe out the numerous subsidies that are cusliioning high-cost producers ; 
and toswitcli ilte funds thus liberated to stimulating llexibility among masters and men. 

Haste is necessary. American aid and expenditure (excluding ^773 milliiMi liuio- 
T.hina assistance') may have been as much as .'^730 million tor the ve:ir eiiiicd June HI 
last : the succeeding twelve months will sc.' nothing like such a sum. 'fhe imp, as it 
gnnvs, must be covered by real earnings. 'The Second iWonnel Plan ( F>S l- ‘V7) w isely 
budgets tor no reduction in imports — indeed, they must surely risi' in volume -hut 
it docs call for a considerable increase in exports. In the lirst seven months the 
present year exports have risen iw 0 per cent, compared with the same peimd of 
Tiiat, however, is not good enough, nc't laily because 19s was a year iifex’porl stagnation, 
l‘.ui also because imports must f.e all(»\ved to increase it France is to cease being an 
imnear.ibic nuis-ance in F.IMF and a helpless nind<ller in North Africa. 

it may well he that the French ( iovernment’s atiiimle towards the luiro}H.-an Del'cnce 
("ommunity treaty v/ill bring about the fall iMeiuies-l 'ranee fang b-efor^- his allotted 

span of ‘‘ bill powers ” is completed, perhaps before this note is in print, hut the ev.onomie 
problem will remain — and so will the prol'>lem of the brench faiion, which «’annot be 
solved unless the nuithcr country’s balance ol payments and budget arc put in order. 


Thi; Fu'poinic (Commission for Funav, which ha', its headquarters 

EUROPEAN ' 

FAST-WEST in CfCneva, is a useful body ii’only because the Iron ( '.urtain countries 
TRADE i-^.pj>-senieti on it and its reports therefore display an impirlialily 

that is getting ra’V elsewhere, d he ('(unmissionS latest hulie'.in fVol. 0. No. carric'' 
an article on Fasi-NX'est 'frade. d’hough the hgurcs cover no month later (ban 1 'December, 
1953, the subject is so tojucal that the \iews and statistic', are still of intercsi. ddie 
volume of imports into T'ree luirope from the Iron (diriain countries is les> tlian a third 
of what it was m 1938, while the volume moving in the oppo'die direction is little more 
than half the pre-w ar level. In money terms the ('.ommunisi exports fell IVom USS990 
million in 19*52 to US.''^918 million in 1953, the Imee Ivarope exports in these two years 
being s739 million and s789 million, d he Commission’s report states that the diminu- 
tion of total ti adc revealed by these ligurcs is somewhat misleading as an upward turn 
occurred about the middle of 1953. This change w^as owing to changes in economic 
policy in the U.S.S.R. and her satellites with a view to increasing the supply of food 
and other consumer goods. The (Commission expects the new trend to continue through 
1954 but there is no sign of it in the United Kingdom trade returns for the first half 
of the current year. Our imports from Eastern liuropc tot up to almost exactly the 
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same figure (£28 million) as that for January-June, 1953, and our exports and re-exports 
(£16-4 million) are little more than £1 million more. Though other nearer Western 
countries may have increased their purchases and sales somewhat it is significant that 
what improvement took place in 1953 was almost exclusively concentrated in the U.S.S.R. 
None of Russia’s satellites, not even Hast Germany, seems to have very much to sell. 
Poland exported 9 million tons of coal, hut this is a mere two-thirds of what she exported 
in 1949 and she seems to be short of other commodities. Oil exports are increasing : 
even so, the total sold in 1953 was less than 2 million tons, a trifling amount when set 
against pre-war disposals. 'Pimber sales rose sharply owing to the United Kingdom’s 
action in practically doubling her imports from the U.S.S.R. — but that did not help 
the satellites. 

Altogether, it looks as if the Hastern cupboard is rather bare in spite of about eight 
years of Gommnnist development. And yet tlierc are signs that the Hasi-Wcst trade 
icefield is shifting, perhaps cracking. The Iron C?.urtain countries arc desperately 
anxious to get goods of all sorts and will doubtless make big sacrifices to obtain them. 
One important indication is the elaborately organised Leipzig Hair due to be held from 
Sei'tembcr 5-15. 'I’hat the United Kingdom is interested is demonstrated by the Jact 
that no fewer than 150 BritisJi linns will exhibit. Half of them arc publishers — it must 
be remembered that I.eipzig used to be the book centre of Huropc — but over 40 
engineering concerns have thought it worth their while to show. 


A Rix.i'NT article by Mr. A. M. Strong, an American banker, in 
AN E.c.G.D. Biirrouiiiis House advocates the introduction into the United 

States of export credit insurance, as has been done in countries as 
diflerent tVom each other as (ireat 15ritain, Japan and ('.anada. Mr. Strong, however, is 
unlikely to make many converts until he can get clear in his own mind tlie diflercnce 
between somebody who grants an exporter credit (usually in order that the latter shall in 
turn be able to grant credit to his customer) and somebody who is willing to insure an 
exporter against the risks that are not covered by a Lloyds policy. It appears that 
American exporters arc feeling the competition of exporters elsewhere who arc oflering 
deferred payment on a scnlc beyond the means of an unassisted seller. Appeals to the 
Export- Import Hank to stcji in have fallen on deaf ears, while tlie commercial banks do 
not undertake long term Icmling. So far, the article covers familiar ground but the 
English reader finds himself at sea when the writer goes on to say that American 
manufiiclurers seeking the financing of their foreign bills without recourse find no 
favourable response from the banks.” W'hy, one wonders, should a bimker abandon 
his normal right of recourse > The next section of the article, though still confused, 
suggests that Mr. Strong believes that were the Export- Import Hank, or the Federal 
Government directly, to set up an institution on the lines of our Export Credits Guarantee 
Department, it would become possible for an unspecified someone to negotiate export 
bills without recourse and to grant years and years of credit. It is further argued that a 
special fund should be set up “ for the specific purpose of helping American exporters 
and no one else, so that it could not be used for development projects in other countries.” 

We cannot believe that all U.S. bankers arc as incoherent as this. Suppose an 
American E.C.G.D. is set up ; suppose it grants credit insurances of the current British 
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type (as extensive as any now available) to one of the customers of \\t. Stronj^’s bank 
in respect of a shipment of capital goods to Chile, payment for which is io be made over 
hve years. Will the bank thereupon grant that length of credit to its customer, and 
grant it without recourse ? And if not, why not ? 

Imfortunatcly there is some confused thinking on this topic here in iingland. 
Examples can be found in Mansard and our own newspapers of a failure to appreciate 
the distinction between insuring export risks and lending money to exporters, a failure 
for whieh neither li.C.G.D. nor the banks arc to blame. 


Every few months a fresh pamphlet eomes to add itself to its 
alrc.'idy numerous prcdecc'sors dealing with the imporiaiice c4' earning 
dollars, '['he latest arrival, I'^xportini: fo the UniteJ Stiites (il.M.S.O. 
5s. 6tl. net), a revised edition ol'an earlier Board of Trade booklet on the same subject, 
can be heartily recommended. Not only is it written in good clear English but it ileals 
with every facet, of the problem. And getting one's goods on to th*' Amcr'can market 
is a problem ; so is the keeping of them there afterwards. 'I here arc patriotic balance of 
payments reasons Ibr endeavouring to sell 15ritish manul'actiires in the United States 
but it is unreasonable to expect exporters to undertake expensive journeys and selling 
campaigns unless they have a reasonable chance of making appropriate prolits. If we 
have a criticism to olfer it is that the pamphlet under consideration tlocs not give suliieienl 
weigiit to the undeserved ill-fortune that many ot' our exporters have met with in the 
past through lack ol' adequate information services. 'The hunied child not only fears 
the lire but will also tell others of his unhappy cx]'crience, thus creating an atmosphere of 
limoroLisness in which every alleged danger is magnilieti. 'Fo-Jay, the auxiliary services 
available to exporters are not only more mmierous but also I'ar more elficicnl than ever 
before. 'I'he various advisers have made great strides in learning their jobs and they 
cm now su]'>plemcnt their somewhat liniev/orn general injunctions w itli a mass ol detailed 
guidance based on nine years’ experience of what really hapju-ns. Vet unless the 
American market can be made to h)ok more attractive than other competing outlets 
e.xporters will continue to be deterred by its demand lor high cjiK’.Iiiy and expensive 
salesmanship and its reputation for uncertainty. 'Fhe w’ritcrs ol the ]'>ainphlcL are 
evidently not unaw’arc of some such iecling and it is therefore to their credit that they 
have nevcrtliclcss described frankly the principal Ciovcrnmciu-made iiindranccs. 1 he 
elaborate regulations regarding the imports of foods, drugs and cosmetics, the grievous 
Buy American Act ; the Flammable Fabrics Act, all o(' these are dc ill with ailequaicly 
but not enough is said of the machinery w'hcreby a hard-earned market can be snatched 
aw’ay if the American manufacturer can establish that toreign competition is knocking 
him out. wSwiss watches arc the most recent victims ol' this Escape (.'lausc as it is called ; 
tomorrow, if local producers get their way, it will be British cycles. None but the 
Americans can end this unhappy state of allairs but unless Britain and the other ex- 
porting countries continue to air their grievance reh)rm is unlikely. 

The pamphlet is to be commended for stressing the continental extent of the United 
States, and the numerous factual appendices arc followed by a useful map showing the 
principal trade areas and their various predispositions for high quality goods. So far as 



214 


OVliRSIiAS NOTES AND COMMENTS 


we have seen there is only one error of importance in the text : the Institute of Export 
is wrongly described on page 51 and is still show'n with the address it left eighteen months 
ago. 


When Roosevelt instituted agricultural subsidies tlirough tlie 
Commodity Credit C^orporation in 1933 the move was regarded as a 
temporary expedient to tide tlie farmers over a particularly bad period. 
The plan was double-barrelled : the nation would pay the farmer whatever was needed 
to bring the price of his product up to a high percentage (say 85-90) of its ‘‘ parity ” 
price, this last being in mosi instances calculated on the 1910-14 average ; the farmer, 
on the other hand, would be suiiject to marketing quotas and acreage restriction. What 
came as an emergency measure has slaved as an essential but very costly device for 
retaining the agricultural vote. High costs and good yields have combined to make 
the subventions heavier and heavier. As at May 31 last the CCA' has a total investment 
in surplus products of S() 1 billion (say £2,180 million). What has alanned the 
Administration is not only the vast sums already engulfed by purchases from, and loans 
to, the larmcrs but also the rapidly increasing tempo of the di.>burscmcnts. 'riie amount 
now “ invested ” is about double the ligure of a year ago ; and the CXA.’s ceiling for 
borrowing from the Slate has been raised from S6-75 billion to 88 5 billion, which in 
turn looks like moving on to .^10 billion as the current heavy harvest comes a-begging 
for “support.'’ Hut as and when the CCC. invests it has to find somewhere to put 
the agricultural counterpart, and storage costs have to be met. for (jovernment-owned 
stocks alone, the storage bill is running at the rate of S250 million a year, while the bin 
capacity of 8 39 million bushels for grain has proved so inadequate that a whole fleet 
of idle ships is being borrowed in order to help out. I'he si/e of the operations can be 
illustrated by comparison with the size of the United Kingdom wheat crop of 1953 — 
which was 96 million bushels. Secretary for Agriculture Ezra Henson, speaking last 
spring, said that if all the CAAVs wheat was entrained, the trucks would "'each 4,222 
miles. And then there are the other grains, the dairy products, the cotton, the tobacco. 

All this has accumulated because it is surplus to market requirements at current 
prices. Every attempt to get rid of it in the United States is frustrated. It CAA^ 
butter is offered at cut prices there is a howl from the margarine manufacturers, and 
so on all along the line. Heliev ing that one way out was to cut support rates where 
surpluses were heaviest. Secretary Henson reduced support^ on dairy products from 
90 to 75 per cent, of parity but the dairy interests were not slow to point out that they 
would be ruined because their chief feed crop, maize, was still supported at the 90 
level. 

It is understandable that the Administration has looked abroad for a solution. 
Sell at support prices they cannot, so foreign countries, such as Britain, are being offered 
surplus produce against payment in their local currencies at about market prices through 
the machinery of the Eorcign Operations Administration. When this scheme was 
started last autumn A was categorically asserted tliat it would not interfere with established 
producer interests elsewhere but it is not working out like that, and indeed cannot. 

This state of affairs must change sometime. What is the way out ? The Senate 
has recently agreed to a sliding support scale which will slightly ease the burden on the 


U.S. FARIVI 
PRICES 
SUPPORTS 


Scprembct\ 1954 



OVERSEAS NOTES AND COMMENTS 


215 


exchequer but experience in other countries suggests that any solution must involve 
a direct payment plan whereby the Government allows prices to lind their economic 
lc\'el, the producers being paid an outright and open subsiviy. 'bbe consumer, although 
he would still be mulcted in l\is role of taxpayer, would get the benelit of cheaper food ; 
at present he loses both ways and costs in industrial production are kept higher than 
they need be. 


On p. 476 of our iMay issue we remarked that the profits of this 
of^ethTopia source of an increase in the capital trom Shall. 2 

million to Slith.S million. We have received a report from Addis 
Ababa pointing to the bank’s profits for the year 195 3 at shah. 2-9 million, which is 
stated to be a 57 per cent, increase on the previous year's profit, and a record in its 
history. It is explained that there has been a large increase in Ibreign exchange 
commissions, due in part to the incorporation of Hritrea into the Ihnpire of Ihhiojua 
and in far greater measure to the record production and export ot colfee which in the 
present state of the market has produced the highest prices ever experienced in the 
codec trade this century. iC'olfee represents 59 p.er cent, of tlie value ol Ethiopia’s 
exports.) Ethiopia’s favour.ible balance of trade for tlie -preceding seven years has 
averaged SEih.l3 million; lor 195 3 it is estimated at Slhh.64 million (goods only, 
at f.o.b. prices in both cases). Allowing for non-monetarv gi)ld transactions, and for 
trade “ invisibles ” the balances are reduced to, respectively, SEdh.4'2 million (average 
for seven years) and Sidh,.39*l million for 195 3. Increasing prosperity is rellected in 
the growth of savings and time deposits which have risen in the last year from .Sluh.6*«S 
million to SEth.8-2 million. 

Bi;rwa.EN 1935 and 1950 Persian oil production increased iburfold, 
To”^HE*^^vvoRLD Abaduii rchncrv became the largest in the world and Persia, the 
faiiiLiini landlord, drew a big income entirely created by the enterprise 
of the Anglo-lranian Oil ('ompany. In iVlarch, 1950, the Persian parliament, having 
become tired of receiving something for nothing, started the series (d'moves that led to the 
shutting down of the reiinery in August of the following year. A month ago, three 
years after the last non-Persian employee of Anglo-lranian saitl rarc\N ell to Abadan, a new 
agreement was concluded and soon the oil will How again, i'he terms of that agreement 
have been published in considerable detail and do not seem, in a worUl ol almost lunatic 
nationalism, to be too unfavourable to the “ exploiters ” iijson whom luturc profits 
depend. 

Trading relations between the United Kingdom and IVrsia hail shown a good deal 
of improvement in the months immediately preceding the signing ol the agreement, 
and when our manufacturers secured orders totalling p million last June for railway 
equipment and tractors it did not require much intelligence to guess that an oil settlement 
was on the way. Among the sulfcrers from the Mossadeti period were a considerable 
number of British exporters who found that, though Persians v^ere still able to place 
orders for goods, Teheran saw to it that payment lagged interminably. 1‘hcrc was no 
excuse for the delay, as Persian exchange reserves were considerable — £10 million 
last April — and there seems no doubt that the hold-over was deliberately engineered 
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as part of the pressure to secure a profitable resumption of oil shipments. The Board 
of Trade has now invited exporters to venture back into this market and there seems no 
reason why they should not, provided that the credentials of their would-be customers 
arc satisfactory. The expulsion from Persia of the British Bank for the Middle East 
has forced our exporters to rely on the information supplied by indigenous banks, 
which is a drawback, but it is believed in T.ondon that profitable business can be done 
if care is exercised. 


The grave deterioration in Pakistani political affairs cannot be 
pTk/stjTn explained away in simple terms. It was not due to the Communists 
or the agitators, it was not caused by the over-population of East 
Pakistan or by the poverty and unemployment there, nor was it the result of a wish 
to set up an independent state. It is true that the Bengali feels frustrated when he sees 
so many of the good jobs in his Province going to West Pakistanis and that he resents 
the fact that although his jute and tea earns more foreign exchange than the products 
of the West and despite his heavy tax payments, he has the smaller voice in national 
alfairs. None of these factors, however, explains the excesses ; but all contributed to 
that flare-up of local feeling that led to the Adamjcc riots in May. 

Unhappily the economic position is also deteriorating. Although the first quarter 
of this year was the fifth successive quarter to show a surplus on the balance of payments, 
it amounted only to Rs.l7 million, less than one-third of the comparable figure achieved 
in 1953. As the Dominion normally earns the largest surplus at the beginning of the 
year, the outlook is therefore bleak. Indeed, it is ahnost certain that a deficit, and 
possibly a sizeable one, was incurred in the second quarter. 

Pakistan relies on cotton and jute for over 80 per cent, of her foreign earnings. 
In the first four months of the year the volume of exports of both dropped quite sharply 
compared with the same period last year and cotton exports arc likely to fall away still 
further. Jute is produced in Iiast Pakistan and while the tense political atmosphere 
may not affect jiroduction, it is affecting the output of mamffactured jute goods. Indeed, 
business conditions generally in the Province were disturbed by the events of May. 

As wqW as being faced with a deteriorating economic situation, the Kashmir dispute 
poses grave external problems for the Dominion. Divided by more than a thousand 
miles of Indian territory. East and West Pakistan cannot afford the luxury of a family 
feud — and survive. 


Editor’s Note 

With reference to Mr. Panten’s article on “ The Growth and Activity of the West 
German Successor Banks ” in the August issue of The Bankers^ Magazine^ our attention 
has been drawm to the fact tliat in Bavaria the nine successor institutions of the former 
“ big Three ” German banks account for approximately 23 per cent, of tlie total deposits 
of all Bavarian commercial banks and for approximately 21 per cent, of the \'olumc of 
short-term lendings granted by Bavarian commercial banks. The corresponding figures 
given by Mr. Panten for the mholc of Western Germany were approximately 57 per 
cent. 
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The Sources of Finance for Industry and 
Commerce in Great Britain Since the War 

By Arthur Lysons 

“ rnpiIIE economy is cllicient which is moving round the spiral of low prices — high 

I demand — satisfactory profits — high investment — rapiilly impro\ ing technology 

— higher output per head-rising wages and still further expanding demand.” 
The important link here is high investment and this qm)tation thus indicates the 
importance of industry having adequate sources of finance to attain this high level of 
investment, for a high rate of capital creation is a vital factor in securing a ]>rogressive 
economy and a rising standard of living Ivjr the country concerned. Adiniitetlly, ihe 
existence of finance does not guarantee that investment will take place, but it is certain 
that without a smooth How of funds to industry, the necessary level of capital creation 
would not be attained. 

It is possible to consitler the sources of finance under six main headings. 'I'hree 
sources of short term finance are trade credits, commercial hills and bank advances, while 
internal financing by industry itself and the raising of capital on the new issue market 
are the two main sources of permanent finance. Under the sixth heading two of the 
most important institutions established after the war for the purpose of' facilitating the 
supply of funds to industry will be discussed. It will be necessary to consider the extent 
to which industry has relied upon each particular source, die reasons leading to industry’s 
choice and the influence of die special conditions of the post-war era. It must he 
realised, however, that these various sources arc to some extent interdependent in that a 
greater reliance on one particular source will involve a lesser use of the other sources. 
Similarly, if several of the sources become dcpleteil then a greater use will need to be 
n?.ade of the remainder. A special relationship between bank advances and new issues 
exists in that companies may rely upon bank advances to finance die initial stages of 
capital projects and repay these out of die proceeds of a new issue floated at st)inc later 
date, 

Tkadk Cki-iuts 

Trade credits have their importance as a source of finance for iiulustry and com- 
merce in that they arc essential if production is to progress cflicicnlly and goods are to 
flow' smoothly from the producer to the ultimate consumer. 'Fradc credits lake the form 
of goods being supplied without immediate payment being demanded but a discount is 
granted if payment is made within a stipulated period. 1 hey are, in effect, a loan ot 
money by the supplier of die goods to the buyer. 1 his type ot accommodation is 
essentially of a short term nature for if one is too tardy in settling aceoiinis difficulty 
may be found in securing satisfactory supplies in the future. It is, in fact, a common 
practice for companies to grade dieir customers according to their creditworthiness — 
some being granted very favourable credit icrnis while others arc only supplied on a 
“ cash on delivery ” basis, so that an abuse of the credit terms off ered may lead to goods 
being supplied in the future on a C.O.D. basis only. It may also become an expensive 
source of finance for if goods arc supplied on terms providing for a 2i per cent, discount 
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if the account is settled within a period of three montlis, then a buyer would be paying 
a rate of interest on this loan of 2i per cent, for three months — or an equivalent of 
10 per cent, per annum — if he failed to pay for the goods within the stipulated time. 

It is possible to conceive of general fluctuations in the use of trade credits — for 
example, when an increase occurs in times of depression and firms are finding it difficult 
to meet their corntnitmenis — but on ihe whole, while recognising their importance as a 
source of short term finance they may safely be regarded as a given factor in the economy. 

Commercial Bilt.s 

A second source of finance to be discussed is that provided by the use of commercial 
bills, 'fhere was a surprisingly rapid increase in the use of bills in the post-war years 
reaching a peak towards the end of 1951 when an equally sharj^ reversal of this trend set 
in continuing until the lattci part of 1955 when the figures published by the London 
Clearing Hanks again provided evidence of some increase in the number of commercial 
bills — a trend which has continued into 1954. 

A surprising feature was the increased use of bills for domestic finance. It would 
be of interest to know the proportion of commercial bills at any one time which relate 
to the financing of’ internal transactions but in view of the large number of institutions 
which deal with commen ial bills quite independently it does not appear possible to 
obtain such an estimate. Apparently, separate records are not normally kept by the 
institutions concerned to distinguish bills relating to internal transactions from those 
drawn for other purposes, 1 lowever, it is possible to estimate the volume of inland bills — 
defined as those drawn in this country regardless of whether they are payable here or 
abroad — from the figures for revenue obtained from the stamp duty on inland bills and 
published in the annual report of the (kMiimissioners of Inland Revenue. The definition 
used should be noted for it will be clear that though bills drawm abroad are excluded, 
the resulting figures will include bills drawn for international trade purposes whereas the 
concern here is only with bills drawn to finance indusiiy and commerce in Great Britain. 
Nevertheless, they do provide an indication of the rapid increase. in the use of bills in 
the years after the w^ar. 

The estimates show' the volume of commercial bills drawn in this country as £3?> 
million for 1944-45 ; ^AO million for 1945-^16 and {fi9 million for 1946-47 rising to 
£215 million for 1950-51 and reaching a peak olV£363 million for the year 1951-52 when 
a sharp re\ ersal of this trend occurred. I'he trend shown by these figures is, of course, 
partly due to events in the international sphere such as the increasing value of exports 
and the boom in commodity prices following the outbreak of the Korean war and the 
change over from Government to private trading in many commodities. Part of the 
decline from 1952 may similarly be explained by the comparative levelling olT of the 
increase in the value of exports and the drastic fall in commodity prices. However, 
the main factor as tar as the domestic economy is concerned w'as doubtless the relative 
costs of bill finance and bank advances. One of the results of the cheap money policy 
pursued by Dr. Dalton as C'hancellor of the Exchequer was that short term credit 
obtained by the use of commercial bills became a cheaper source of finance than bank 
overdrafts. Not only did this result in a switch to commercial bills for financing internal 
trade, but an increasing use was made of acceptance credits by importers as a method of 
financing stocks. 
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A striking example of such an increase in the use of acceptance credits is provided 
by the accounts of the Imperial Tobacco Company which showed a total of £10 million 
acceptance credits in 1947 as compared with the more normal level of £5 million shown 
in the accounts for 1951 and 1952. The accounts of Gallahcr Ltd. also showed an 
increase in acceptance credits from £1-3 million in 1947 to £3-5 million a year later. 
No doubt a contributory factor leading to this increase was tiic heavy drain on their 
internal resources due to increasing prices and the heavy duties lc\\:d in post-war budgets, 
but it must also have been due to the lact that acceptance credits provided a cheaper 
source of tinance for 90 or 120 days than overdrafts. In fact, it was estimated that the 
cost of these acceptance credits was less than 2 per cent, per annum which must certainly 
have been lower than tlie cost of overdraft facilities even for such preferential borrowers 
as these tobacco companies and allowing for the fall in overdraft rates in common with 
other money rates during the cheap money era. 

'Lhe decline in the use of commercial bills from the beginning of 1952 may similarly 
be explained on the grounds of the relative cost of bill finance and overdraft (inancc. 'fhe 
Bank rale was raised to 4 per cent, on March 11, 1952 and the pegged rate lor discounting 
three months prime bank bills became 3 per cent. The cost of acceptance facilities can 
be taken normally to be at least l.l per cent, and the stamp of 1.?. per £100 on a three 
month bill is equivalent to a llirther 0 2 per cent, so that bill iinance would cost about 
4, per cent. As the rate of discount on a prime bank bill has been used above, a fair 
comparison is with tlie cost of overdraft facilities granted to a borrower whose credit 
is of the highest standing, which is generally accepted as being about 4i per cent. I’hus, 
it appears that with the raising of the Bank rale to 4 per cent., overdraft facilities became 
cheaper than bill finance which would explain — certainly as far as domestic Iinance was 
concerned — the trend away from commercial bills as a source of Iinance for industry 
since 1952. Moreover, it should be noted that an overdraft has the additional attraction 
tliat within the sanctioned limit a borrower only takes and, therefore, only pays for what 
he needs rather than being committed to the full amount for a fixed period. 

The reduction in tlie Bank rate on September 17, 1953 to 3.1 per cent, brought the 
discount rate for three month prime bank bills down to 2 ,j., per cent. 'Fhe cost ot over- 
draft and bill finance must then have become very similar but the advantage oi an 
overdraft that one only pays for the sums utihsed was expected to tilt tiic scales in 
favour of overdrafts. How'ever, it is worthy of note that statements ot the London 
Clearing Banks over recent montlis have shown increases in the number ol commercial 
bills which seems to indicate that the volume of these bills in circulation is again increasing. 
Whether this is the beginning of a rising trend again or merely a tcm]iorary liuctuation 
is a matter for conjecture. With a 3.\ per cent. Bank rate, it seemed reasonable to deduce 
that the upward movement would not be of the same dimensions as the 1945 to 1952 
movement as the cost differential would be negligible. However, now that the Bank 
rate is 3 per cent, it is possible that there will be a growing resort to commercial bills 
by industry for its short term finance. 

Self Finance of Industry 

The financing of industry from its own funds is a source ot considerable importance 
and over the post-war years twro contrasting situations have arisen, b'rom 1945 until 
approximately the end of 1948 industry on the whole was highly liquid having accumulated 
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a large volume of liquid resources during the war which were supplemented after the war 
by such non-rccurring receipts as refunds of Excess Profits Tax, terminal payments on 
Government war-time contracts and war damage compensation. The reverse situation 
existed from 1948 onwards with indusm*' finding its financial resources considerably 
strained and even experiencing difficulty in financing normal capital replacements. 
Until 1948, the general position was that industry' had ample funds for investment but 
the limiting factor was the scarcity of physical resources, while from the end of 1948 on- 
wards the situation was reversed with the limiting factor being the shortage of finance. 
Over the last two years an casing of the strain on industry’s liquid resources has become 
apparent until now the generally accepted view is that the factor limiting investment is 
neither a shortage of physical resources nor a shortage of finance, but rather the failure 
of industry to make full use of the resources available. 'Phis may be accounted for by 
industry in general wishing to be sure that the dangers of a slump in America arc past 
before undertaking further investment, or the various strains and misfortunes experienced 
by industry in the post-war years may now be making it somewhat hesitant in undertaking 
new capital outlays. However, with the investment allowance of the 1954 Budget and 
more settled conditions one can reastuiably hope for a rise in the volume of investment 
witliin industry in the near future. 

The liquid position of industry at the end of the war must, however, be vuewed in 
its true perspective. 'J'hese funds, in fact, reflected to a large extent the running down 
of stocks and capital during the war and the postponement of normal repairs and 
maintenance as a contribution to the w’^ar efibrt. These vast arrears of capital investment 
had to be made good after the war plus, of course, the actual physical destruction of 
property and equipment which had occurred. In addition, many sectors of industry 
urgently required modernisation. Huge though industry’s funds w'crc — estimated by 
one authority to have been about £2,000 million — doubts wvre expressed even in 1945 
whether tliey were in fact adequate to satisfy all tlicse demands. The increasing aware- 
ness of a general shortage of funds towards the end of 1948 indicated that the general 
shortage of physical resources was being overcome and that the substantial supplementary 
payments being received by industry were coming to an end. The importance of these 
payments can be judged by the fact that between 1946 and 1948 more than £200 million 
was paid out in Excess Profits Tax refunds, more than £220 million in war damage 
payments, over £100 million in post-war credits and important, though undisclosed, 
terminal payments on wartime contracts. 

The fact that from 1948 until recently industry found self financing difficult, docs 
not, of course, lessen the importance of this source of finance. In the inter-war years 
there was an increasing trend tow^ards internal finance in industry and the conditions 
after the war gave it added importance. The alternative source of permanent finance is 
by drawing on the savings of the country through the new issue market, but high levels 
of taxation, the more equal distribution of income and lising price levels have drastically 
reduced the volume of savings for risk-bearing investment. It has, therefore, become 
increasingly necessary and important for industry to finance investment from its own 
resources, though too great a reliance on internal finance is not necessarily a good thing 
from a broad economic point of view. For example, firms in a monopolistic position 
are able to use their funds to strengthen their own position while if industry in general 
has a monopolistic character — as was the tendency in British industry in the inter-war 
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years — then the pattern of industry may become increasingly rigid and unprogressivc. 
To put it in another way, if the funds available for risk investment are locked away within 
industry itself, then enterprising industrialists anxious to develop new and cheaper 
processes may experience difficulty in raising tlie required capital to begin production, 
("ircumstanccs of a similar nature did in fact exist at the end of the war. Industries 
engaged on war work had to contract suddenly and therefore had little immediate need 
for their large volume of funds while companies which were forced to close down or 
reduce their output during the war had need of funds to commence or expand their 
business again. 

There is the further point that if tirms rely on liigh profits to provide funds for 
investment purposes, they become most susceptible to claims for liigher wages, based 
on the existence of high profits. A company’s invesiment plans might, therefore, be 
frustrated. 

Having stressed tlie impottance of industry’s own resources as a source of finance, 
it is a disappointing reflection that post-war economic conditions and ( iovernment policy 
should have resulted by the end of 1948 in a common theme in the speeches of company 
chairmen being the shortage of linance and the inability of companies to maintain their 
capital equipment intact from internal resources, lliis situation arose from the operation 
of three factors — continually rising prices, the ever increasing taxes imposed on profits 
by post-war Governments and the use by the taxation authorities of historical cost as 
the basis for computing depreciation allowances which in conjunction with higher prices 
and higlier taxes added a further strain on industry's finances, 'fhe strain imposed by 
these factors became noticeably serious towards the end of 1948 due to the exhaustion 
of industry’s accumulated funds. 

'The year 1947 is a convenient point from which to begin discussing the increasing 
burden of taxation. In this year, the National Defence Contribution, which was first 
introduced before the war, was replaced by a profits tax of 10 per cent, on undistributed 
profits and 25 per cent, on distributed profits. The tax on undistributed profits 
remained unchanged but the tax on distributed profits was increased to 30 per cent, in 
1949 while 1951 saw the rate on distributed profits further increased to 50 per cent. 
During this period, profits tax had been deductible before calculating the income lax 
liability so that there was some otfset, but in 1952, the method of taxation was changed 
so that profits lax was no longer deductible before calculating the income tax. 'I'his 
change of method enabled the rates of profits tax in 1952 to be shown onl}’ as 2.1 per cent, 
on undistributed and 221 per cent, on distributed profits but tiicrc wiis no casing of the 
burden for with the introduction of an excess profits levy of up to 30 per cent, net it 
was cslimatcd that industry would have to liml a further /,'100 million for the Inland 
Revenue authorities. With the introduction of this three tier system of taxation of 
industry — income lax, profits tax and excess profits levy — the burden of taxation naturally 
varied between one company and another according to the liability under the excess profits 
levy, but in considering industry as a whole it is a fair estimate that these taxes took 135. 
out of every pound of profits canted. The following table — published by Professor 
Paish — indicates the continually rising burden of taxation which has been inflicted upon 
industry. The totals for 1947 to 1951 arc not, of course, the additions across as in these 
years profits tax was deductible before calculating income tax liability. 
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TAX PAYABLE BY COMPANIES 


Year 

Income 

'fax 

'Fax on 
Undistributed 
Profits 

'I'ax cm 
Distributed 
Profits 

H.P.L. 

T'o'JAI. 

No l^rt^fits All Profits 

Distributed Distributed 

1947 

9 - 

2 - 

5 - 

— 

10 1 

11 9 

1949 

9 - 

2 - 

6 - 

— 

10 1 

12 3A 

1951 

9 6 

2 - 

10 - 

— 

10 

H 9 

1952 

9 6 

6ti. net 

4 6 ncf 

Up to 

3 - 

10 - to 

13 - * 

14 - to 

17 - * 


* I)v*pcn<Jiny updii ihc liability for Excess Profits Levy. 

In the 1953 Budgei, no changes were made in the level of profits tax and industry 
was given cause for a f'cling of relief by being informed that the excess protits levy would 
be abolished at the end of the year. 'Phis has now been done while the 1954 Budget 
recognised the need to Lncourage investment by introducing the special investment 
allowances. 

On the credit side of this taxation problem, it must be noted that a year, anil some- 
times longer, elapses between the earning of profits and the actual payjnent of the taxes 
levied on iliose prolits. 'rherefore, funds put aside in various tax reserves a:c in fact 
available for u'-e witliiii inLlusiry. One authority estimated that at any one lime there 
w’as /'2,000 million in these various reserves and though it is no doubt going too lar to 
say that these funds can be permanently invested within industry, it is probably a common 
practice for eompanios to utilise these funds for financing their floating capital — 
particularly during periods of financial strain. The risk is, ol' course, that a sudden drop 
in profits could invohe a company in some embarrassment in finding the means to pay 
out of a low' current level of ivrofiivi ihc taxes levied on high prolits in the previous year. 

To this burden of increasing taxation has been added the burden of continually 
rising prices in. tlie post-war years. ’The following indices ' taken from the Atinual Digest 
of S f tin's: iis) show' tJiat apart from some slackening between 1918 and 1949, tnc steep 
increases occurred after 1947 and there fe*rc coincide with tlie increasing burden of taxation 
and the exhaustion of industry's accumulated funds. 


lNnE:X Ob WTlOUbSALL PRK'bbS 
19 >8 too 


Year 

1945 

1946 

194/ 

1948 

1949 

1950 

1951 

1952 

Index 

166*7 

172-7 

1891 

216-2 

220-8 

258-7 

315-0 

32 b 3 

Inercase over 
Previous Year 

6-0 

16-4 

27-1 

10-6 

31-9 

4b ^ 

S-3 


Apart from die strain on industry’s resources imposed by tlic need to finance tlie increasing 
monetary value of stocks, an additional strain was imposed by the fact that the increase in 
the value of stocks was classed as profit and taxed as such by the Inland Revenue 
autlioritics even thounli the increased value simply reflected higher prices and that this 
so called profit w’as necessary to replace those stocks at the higher level of prices. An 
example of this arbitrary incidence of taxation is provided by the Imperial Tobacco 
Company. In its accounts just after the devaluation of sterling the cost of tobacco 
cleared from bond for manufacture was converted from dollars at the post-devaluation 
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rate of exchange. However, as a considerable part of these stocks had been bought before 
devaluation a rise was shown in their value and though this purely fortuitous increase 
cannot be considered as profit in any real sense of the word it was nevertheless subject 
to tax. The Company had, therefore, not only to set aside additional funds to replace 
its stock at the higher price brought about by devaluation, but had also to set aside funds 
to meet this tax liability. 

In addition to the strain on industry’s finances from the rising cost of stocks, there 
was also that which stems from the definition of business profits used by the Inland 
Revenue authorities which, though allowing a deduction from gross earnings for the 
maintenance of existing assets, bases this allowance on original cost only. ’The difference 
between this and the actual sum required to replace assets at higher prices must be set 
aside from the 7s. in the poumi left to industry after taxation. It is not surprising, 
therefore, that industry complained that after taxation which was taking 13x. in the 
pound, it had not the necessary funds both to cover tlic dificrence between the deprecia- 
tion allowance and the actual replacement price of its fixed assets ami to finance an ever 
increasing money value of stocks as well as endeavouring to expand production. It is 
probable that instances did occur of actual capital consumption in that the total funds 
being set aside were insufficient to replace existing assets. Sir (icoifrey Ileyworth — 
chairman of Ihiilcvers— estimated in 1948 that the original cost of the Ojinpany's assets 
nere £S2 million and only this sum was being allowtxl by the Inland Revenue authorities 
even though approximately million would be required to replace those assets. 
Tlic extra £66 million had to be found out of profits taxed to ihe extent of 1 '6s. in the pound. 

It is, of course, no answer to this problem to say that more capital could be raised 
on the new issue marker s's has been suggested from lime to ihiic. 'i o suggest that 
industry could make good the erosion of its physical assets by incurring new fina.ncial 
obligations merely recognises the fact that a consumption of capital has taken place and 
docs not provide a cure for this capital consumption. 

The dillicultics ol industry in this respect were alleviated to a ccftain extent by a 
system of initial allowances whiclt became important as a source of finance for industry, 
'i'hc provision of initial allowances simply meant that a large part of' the cost of capital 
equipment could be written off in the first year of its life thereby making extra funds 
available to industry through the higher depreciation allowance for tiiat year. The 
initial allowances were fixed at 20 per cent, for plant and machiiK*ry aiul 10 per cent, 
for buildings in 1943. At that time, of course, these were of little immediate signihcancc 
as industry was well supplied with funds and the factor limiting investment was the 
scarcity of physical resources. In 1949, with the growing evidence of financial strain 
within industry, the initial allowance was raised to 40 per cent, lor plant and equipment 
with the allowance for buildings remaining at 10 per cent. In 1951 it was announced 
that initial allowances would end as from /Vpril 6, 1952, but they were reinlroduccd in 
the 1953 Budget at 20 per cent, for plant and equipment, 10 per cent, for buildings and, 
exceptionally, 40 per cent, for capital expenditure on new mining works. I'hcre is no 
doubt that during the six years from 1946 to 1952 tliese allowances were a valuable source 
of finance for industry. In their last year of operation tlicy were estimated to have 
made funds available to industry amounting to £170 million. Taking the six years as a 
whole, by assuming an annual rale of investment of £750 million, and an average rate of 
income and profits tax of Ih. in the pound it has been estimated that during these six 
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years approximately £600 million was made available to industry and this estimate is 
probably unduly conservative. 

Jt is important to sec these initial allowances in true perspective in assessing their 
value as a source of finance for industry in the post-war years. The funds made 
available to industry in this way were certainly not in the nature of a gift from the Inland 
Revenue authorities, ("orrcctly regarded they are interest-free loans. As the total 
amount allowed for the depreciation of assets over tlicir lifetime w^as still their original 
cost, tlic fact that 40 per cent, was written off in the first year simply meant that less was 
written olf in subsequent years so that the tax saved in the first year would be exactly 
set off by the increased tax liability in the years following. I'hus by being permitted 
to utilise in the first year part of the depreciation allow^ances which would otJicrwise 
have accrued only in subsequent years, industry was in effect, given an interest-free 
loan which was paid back over the lifetime of the assets through the automatic reduction 
of the depreciation allowances in the following years. (3ne must not, however, minimise 
their value. An interesv-free loan of £600 million over six years is of value in any 
circumstances. Also tliis method ensured that the relief did more or less coincide with 
the actual expenditure, and that it was used for the purpose intended namely, the financing 
of capital replacements. As long as these initial allowances continued in existence and 
industry continued to invest steadily over time these allowances became in the nature of 
a revolving loan and provided an important infusion of capital into industry. The short- 
comings of this device arose firstly from the fact that it did not apply to stocks and 
therefore did nothing to alleviate the financial strain due to the rising cost of stock 
replacements. Furthermore, its abolition as f rom April, 1952 left industry faced with 
the task of repaying this interest-free loan over the remaining life of its assets. Even 
though this period might be as much as twenty years it was, nevertheless, an additional 
stniin on industry’s resources. Their reintroduciion in 1953 was certainly a welcome 
relief to industry though a permanent solution to the problem of detennining adequate 
depreciation allowances in the light of increased replacement costs is still required. 

Some easing of the strain on industry’s finanees occurred in the latter part of 1952 
and in the early part of 1953 following the appearance of a mild disinllationary situation 
in the economy. Though the discrepancy between the original and replacement cost 
of lixed assets lias remained, at least, the position is no longer deteriorating. F’urtliermore, 
the strain of financing stocks at ever increasing prices has been eliminated wath its corollary 
that industry no longer incurs tax liabilities on higher stock val.ies arising simply from 
increasing prices. The mild dose of' disinflation though necessitating some painful 
readjustments in many sectors of' the economy did result in an easing of bottlenecks 
and therefore reduced the volume of w^ork in progress to be financed. The Unilever 
accounts published in the early part of 1953 provide a clear example of the easing of 
industry’s financial position. I'or the year 1952-1953, Unilever’s profits declined to 
£39 million compared with £54 million for the previous year, but there was a net 
improvement in the liquid position of £47 million made up of a fall in bank loans and 
overdrafts of £25 million over the year (from £55 million to £30 million) and an increase 
ill cash and investments in securities of £22 million (from £28 million to £50 million). 

With the abolition of the excess profits levy as from the end of 1953, die introduction 
of investment allowances in die 1954 Budget and the comparative stability of prices, it 
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is now reasonable to hope that industry will be able to undertake the investment in 
productive equipment which is so necessary if we are to experience an ever-rising 
standard of living and to compete successfully in international trade. 

Bank Advances 

Evidence of the strained financial position of industry in the post-war years is 
provided by the ever-increasing resort to that important source of finance — bimk loans 
and advances. The table given below shows clearly the rising — and sometimes steeply 
rising — trend in bank advances until February, 1952 followed by a steep decline. After 
rising in tlie early months of 1953, bank advances resumed their downward trend but 
as 1953 drew to a close there was some evidence of a reversal of this trend which is 
now confirmed by the quarterly figures of bank advances published in h’ebruary and May 
of this year. 

HANK ADVANc:i:S FEBRU/\RY 1946 -At AY 1954 
(IL'ARTERLY FIGURIiS PI:HMSHF:D HY TTIH BRI lTSIl HANKHRS ASSOCIAT'K^N 

(in £ million) 


Atlv;inccs 

Outstanding 

February 

May 

August 

N»ivember 

1946 A . 

848-3 

865-6 

909-4 

961-4 

B 

7T 

8-0 

8-5 

9-7 

1947 A . 

1,027 0 

1,091-1 

1,174 4 

1,219 0 

B . 

13-5 

13-7 

11-8 

11-6 

1948 A . 

1,307-0 

1,351-0 

1,380-9 

1,379-5 

H , 

13-9 

26-4 

33-3 

18-5 

1949 A . 

1,-161-2 

1,437-8 

1,497 1 

1,532-5 

B . 

21-4 

16-0 

209 

42-4 

1950 A . 

1,645-9 

1,715-1 

1,691-2 

1,683-2 

B . 

79- 1 

90 4 

47-6 

42-0 

1951 A . 

1,806-8 

1,89-19 

1,964-4 

2,016 2 

B . 

55-9 

78-1 

70-8 

94-3 

1952 A . 

2,055-8 

2,003-8 

1,847-6 

1,815-4 

B . 

135-3 

104 9 

48-4 

96 9 

1953 A . 

1,868-8 

1,865 1 

1,788-5 

1,740-7 

B . 

140-5 

99 2 

65-0 

41-7 

1954 A . 

1,842-6 

1,890 4 

_ 


B . 

86 9 

118 3 

— 

— 


A — Total Advances. H — Advances to Public Ut ilirics only. 

The figures used here arc those published quarterly by the British Bankers 
Association as not only arc these more comprehensive than the monthly figures published 
by the London Clearing Banks but they exclude advances made outside Great Britain 
with which this paper is not concerned. In addition, the monthly figures are slightly 
distorted by the inclusion of inter-bank items in transit in the figure of advances. Only 
Lloyds Bank does not adopt this particular accounting technique and from their accounts 
the extent of this distortion can be judged — ^particularly at times of seasonal increases 
in this “ transit ” item. Thus, the statement of the London Clearing Banks for 
December, 1950 showed an increase in advances of £36 million. However, the statement 
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for Lloyds Bank alone showed a fractional decline in advances but a large seasonal increase 
of £5 3 million in the “ transit ” item. If the other six London Clearing Banks shared 
this experience — which is a reasonable assumption — then the apparent rise in advances 
would be accounted for simply by the increase in these items in transit. 

It must be remembered that these figures for bank advances are in fact the volume 
of advances outstanding on a particular day and, therefore, reflect the net effect of new 
borrowing and repayments during a particular period. This is particularly important 
in viev/ of the relationship between new capital issues and bank advances. As a normal 
procedure for companies is to finance projects by bank loans in the first instance and to 
repay these subsequently from the proceeds of a new issue, a fall in bank adv^anccs due 
to these repayments w^ould be expected to follow a series of new issues. It is for this 
reason that the figures for advances to public utilities only (for practical purposes, the 
electricity and gas authorities) have been shown separately in the table. 'Fheir borrowing 
from the banking system increases very rapidly and then declines equally rapidly as the 
bank loans are repaid from the proceeds of large new issues on the capital market. Thus, 
between November, 1952 and February, 1953 advances to public utilities increased 
by £43-6 million whereas in the following three months, their bank advances out- 
standing dropped by £^\-3 million. I'hough such fluctuations do not greatly affect 
the general treiul, they do assume importance when considering the movements in the 
level of advances from one period to the next. For example, during the six months 
from May to November, 1950 bank advances to industry were continuing their upward 
trend, but this increase was more than offset by the repayment of bank advances by the 
public utilities so that total advances show a fall over tltese six months. A similar 
situation occurred in the period February to May, 1953. It is further desirable to 
consider the trend of bank advances exclusive of the public utilities as they arc a special 
case in that their borrowing is guaranteed by the Government and the rate of development 
in these industries is more a matter of decision by the Government than one based on 
normal commercial criteria. 

In considering these figures, it should be borne in mind thUt they reflect the net 
effect of conflicting factors — some inducing a greater recourse to bank advances and 
others reducing the need for advances. Thus, one can reasonably surmise that advances 
w^ould have shown an even steeper rise after 1949 had industry not been able to obtain 
cheap finance through the use of commercial bills and had not been receiving funds 
through the operation of the system of initial allowances. Before considering the general 
trends, it should be noted that these figures do reflect the operation of certain seasonal 
demands. The two most noteworthy arc that in the first three months of each year 
there is an increased demand for advances due to the necessity of industry meeting its 
tax liabilities and towards the end of tlie year tobacco companies increase their demands 
to finance the imports of the new tobacco crop. 

The steadily rising trend in bank advances in the early post-war years was clearly 
due to the reconversion needs of industry and commerce. The first quarterly figures 
were only published in February, 1946, but the London Clearing Bank figures show 
increases up to this time of approximately £15 million over the steady wartime level of 
advances of £150 miUion. In the early post-war period, companies and firms which had 
closed down or contracted their scale of operations during the war were requiring bank 


September y 1954 



THE SOURCES OF FINANCE FOR INDUSTRY AND COMMERCU, etc. 227 

accx>nimodation to start business again or to expand. Others required advances to 
finance the retooling period and stocks taken over from the Government. These 
demands, though stronger than was generally anticipated at the time, were less than 
they might otherwise have been in view of the large surplus funds within industry itself 
and the availability of a cheap source of finance by the use of commercial bills. 

Between 1948 and the early part of 1952, the main factor contributing to the rising 
trend of bank advances was the rapidly rising level of price., which resulted from 
mflationaiy" pressure within the country, the devaluation of sterling in 1949, and the 
outbreak of die Korean w’ar in 1950 with the subsequent boom in commodity prices. 
As was discussed in connection with the supply of internal finance, industry had not only 
exhausted its accumulated funds but was faced with tlie difliculiy of financing stocks 
and replacements at ever increasing prices and a rising burden ot taxation aggravated 
by w'oefully inadequate depreciation allowances. In view of tliis strain on industry’s 
own resources, an increasing recourse to bank finance was inevitable. The steep rise in 
advances of 6 million in the six months from November, 1949 (or £134-6 million 
if advances to public utilities arc excluded), clearly reflected the sharp price increases 
which followed the devalualion of the pound. An examination of the classified figures 
shows that advances to the food, drink and tobacco group of industries, the wool, leather 
and rubber industries and retailers accounted for over one half of the uicrease of 
£60 million between February and May, 1950. These groups were those most affected 
by the post-devaluation rise of prices. 

The temporary levelling off of advances from May to November, 1950 was due 
partly to repayments out of the proceeds of a burst of new issue activity which had taken 
place earlier in tlie year including a placing of £20 million by the Imperial C'hcmical 
Industries Ltd, It was also due to a growing shortage of raw materials. Noniially 
this would be expected to increase the demand for bank advances as the resulting bottle- 
necks tend to increase tlie volume of work in progress which must be financed. In this 
particular instance, however, stocks were run down to meet the shortage of supplies 
and for a short period, the reduction in funds required to finance stocks was suflicient to 
offset the increased finance required as a result of bottlenecks and rising prices. The 
closing weeks of 1950 saw a resumption of the steeply rising trend with an increase in 
advances of over £100 million being recorded between November, 1950 and February, 
1951. The subsequent rise until the early part of 1952 reflected the rising prices 
associated witli the disturbed economic conditions of this period and the commodity 
price boom following the outbreak of the Korean War. 

By the beginning of 1952, industry’s recourse to the banks as a source ol' finance 
had increased by more than two and a half times since the end of the war, which partly 
reflected the legitimate needs of conversion to peace time production and expanding 
output but was mostly due to tlie inadequacy of their own resources to cope with post-war 
conditions. The decline in advances first noticed in the figures for May, 1952 reflected 
primarily the effect of the increase in the Bank rate to 4 per cent, in March, 1952. It 
caused a great deal of investment to be postponed which might otherwise have been 
undertaken and, no doubt, investment in the essential industries of the country was 
reduced somewhat, but the dire economic circumstances of the time called for drastic 
action to remove inflation which was fast driving this country to bankruptcy. However, 
from the industrial classification of bank advances it seems, on balance, that the flow of 
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funds to the basic industries was not unduly restricted as the largest reductions in bank 
advances were to the less essential sectors of the economy. 

The increase in the Bank rate not only reduced the actual demand for funds but 
reduced the need for bank advances by helping to remove inflationary pressure and 
stabilising the price level. A contributory factor to the declining trend was the increasing 
number of new issues during 1952 with the resultant increase in the volume of repayments 
of bank indebtedness. 

In the early months of 1953 the downward trend in bank advances was reversed 
which was, no doubt, partly due to the increase in funds required to finance tltc rising 
level of industrial output after the minor recession of 1952, and partly due to the seasonal 
demand for bank advances to meet the claims of the Inland Revenue authorities. The 
downward trend was resumed in the middle of 1953 tliough some increases were generally 
expected to follow the expansionist budget of 1953. Evidence of this expected growth 
in bank advances appeared as 1953 drew to a close and with the publication of the latest 
quarterly figures in May of this year, bank advances (excluding those to public utilities) 
arc seen to have risen by £ 1^1 million since November, 1953. 

Nr;w Issue Markei* 

The new issue market provities a further source of finance which can be tapped by 
industry, 'fhe new issue market is the term describing the large number of individuals 
and organisations wliich miikc possible the issue and sale of new securities. The funds 
obtained through the new issue market are primarily intended for permanent investment 
and as such provide an alternative source to the ploughing back of profits by industry 
itself. Both sources have their value in a smoothly working economy. "Ihe ploughing 
back of profits helps existing industry to expand its production and reduce costs of 
production while funds become available through the new issue market to supplement 
industry’s own resources and for individuals or groups of individuals wishing to obtain 
permanent finance for new enterprises, 'fhis ability to finance new enterprises helps to 
counteract monopolistic tendencies which might arise from an unduly large part of the 
country’s investment being financed from within industry itself, 'fhe supply of funds 
to the new^ issue market to be made available to industry have, however, been on a much 
smaller scale than is generally held to be desirable. The reduction in the volume of 
savings within the country — and especially that available for risk-bearing investment in 
industry — is one of the serious problems of the post-war era. I'his development was 
inevitable with the more equable distribution of income and a generally high level of 
taxation which left very few incomes of a size which permit large savings. Therefore, a 
large number of small savers, who invariably save through institutions such as insurance 
companies, now supply the personal savings of the community. Though .omc of these 
savings ultimately reach industry this is a poor substitute for direct investment through 
the new issue market. The solution to this problem of die supply of savings will not 
be easy and the right approach seems to be to take steps to encourage the small saver to 
invest in securities rather dian to attempt to recreate the large saver. The relaxing of 
dividend restraint should induce an increased flow of funds into securities while the 
opening of the public gallery at the Stock Exchange may have some influence in this 
direction by making investment in securities less of a puzzling and mysterious operation 
as it tends to be regarded by the layman. Other more unorthodox suggestions have been 
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made for attracting the small saver such as permitting shares to be bought under a kind 
of deferred payments scheme. 

This difficulty on the supply side has had its effect upon the willingness of industry 
to approach the new issue market for its finance. Companies wishing to raise large 
sums have from time to time expressed the view that the shortage of savings would make 
it difficult to raise large sums by a normal issue. It is partly for this reason that the 
private placings of unsecured notes with institutional investors was adopted as a method 
of raising capital by companies such as The Imperial Tobacco Company, Imperial 
Chemical Industries and Unilevers. 

The extent to which industi*}' used the new issue market as a source of finance has 
also been restricted on the demand side, ("ontrol over the raising of canlial in excess of 
/^50,000 in a period of twelve months has been exercised by the C'apiial Issues C'om- 
mittee throughout the post-war years. This C^ommittee had its origin in the pre-war 
years, and w'as in existence throughout the war years. It was continued into the post- 
war years as die (uivenirnent’s organisation to direct die raising of ne\v capital in 
accordance with the general economic policy of the Cjovernmcnt. Memoranda and 
directives have been issued to the C'ommittcc from time to time laying down the criteria 
for considering applications to raise new capital and in the early post-war years it not 
only ruled on the desirability of a particular issue but also on the method and price of the 
issue. (Consequently, several instances occurred ol an issue being approved in principle 
but not being proceeded with because the com]’)any concerned and the (Committee could 
not agree on the issue price. 

It is, therefore, within this framew’ork of restriction and the lack of savings witliiji 
the economy that the extent to which industry has resorted to the new issue market as a 
source of finance must be considered. It is not surprising to find, therelbrc, lhaitlie 
volume of finance obtained has generally been below the level which healthy bijsinc>s 
expansion would seem to require. In addition, recurrent economic crises, the vemleiia 
against dividends and profits on the part of certain groups in the country and heavy taxe^ 
on distributed profits have all added to tlic difficulties of attracting finance through the 
medium of new issues. 

Turning to an examination of the new issues which have actually taken place in the 
post-war years it should be noted that we arc concerned only with those resulting in an 
addition to industr^’-’s funds. Other new issue activity which merely results in a 
transference or broadening of the ownership of existing capital must be excluded, 'fhe 
following figures, therefore, arc based on those published by the Midland Hank Ltd. 
which exclude all borrowings by the British (lovernmcni, shares issued to vendors, 
allotments arising from the capitalisation of reserve funds and umlivided profits, sales of 
already issued securities which do not add to the capital resources of the (Company 
whose securities have been offered, issues in replacement of securities previously held in 
the United Kingdom and private placings for which no market quotations are obtained. 
The published figures have been further adjusted to exclude, firstly, overseas borrowing 
so that the figures represent the supply of finance to industry in Great Britain and, 
secondly, the issues made by public bodies — principally the British Electricity Authority, 
the Gas Council and British Transport (Commission — as these arc more in the nature of 
Government issues. These issues have also in the past been for significant sums which 
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introduces a distortion into the figures. It must be noted too that the figures must be 
regarded with a certain amount of caution because in view of the relatively small totals 
involved, a large issue by one company will introduce a considerable distortion in the trend. 

NHW ISSUHS 1945-1952 


(in £ million) 



1945 

1946 

1947 

1948 

1949 

1950 

1951 

1952 

1953 


20 5 

1301 

151 1 

251-4 

138-4 ■ 

312-9 

252-0 

370-5 

396-0 

Deduct Overseas 
l>orrowing 


3-5 

19 1 

33-5 

38-1 

42-2 

50-7 

48-7 

47-4 

58-7 

Deduct Public Hollies . 

— 

— 

5-0 

99 5 

— 

154-4 

75-5 

205-8 

245-5 

New issues for 
industry and 
inercc . 

home 
( A)in- 

17-0 

111-0 

112 6 

113-8 

96-2 

107-8 

127-8 

117-3 

91-8 


In 1945, the practically negligible figure is to be expected as the war extended over 
eight months of the year and investment programmes would require several months 
before being re fleeted in the figures. 

1946 saw a considerable expansion in new issues as the conversion of industry to 
peacetime production got under way. However, in this year, as in subsequent years, 
the volume of new issues did not indicate the volume of investment in view of the 
financing of investment largely out of indu^tr>’’s own funds. 

'Fhc post-war expansion in new issues continued well into 1947 but a rapid falling 
of]' occurred after July. This was accounted for by the depressed conditions in the 
capital market resulting from the uncertain economic outlook and tlie monetary dis- 
turbances associated with the short-lived experiment in convertibility. New issues 
w'cre postponed, therefore, until the measures to deal witii tlte situation by the Govern- 
ment were known. In addition, it is, of course, extremely difficult to float a new issue 
successfully during a period of' falling share prices. At this time, tlicrefore, companies 
postponed new^ issues preferring to wait until conditions in the capital market were more 
propitious. Of the new issues in 1947, £15 million was issued by the Steel Company of 
Wales as part of its £50 million development programme. 

As a result of tlie monetary disturbances in the latter half of 1947, the Government 
addressed a Special Memorandum to the (Capital Issues Committee which w'as clearly 
designed not only to enforce particular priorities but also to ensure tliat tlie volume of 
Ccipilal being obtained through the new issue market did not, in 1948, rise above the 
restricted level of 1947. The announcement made in Parliament by the Chancellor of 
the Exchequer on December 2, 1947 said, inter aliay “ The Committee have for some 
time, with my predecessor’s approval, been adopting a more restrictive attitude towards 
applications, and the purpose of the new memorandum is to give clear and formal 
expression to the revision of emphasis required by our economic position.” In 1948, 
however, industry’s restricted access to the new issue market as a source of finance is not 
immediately obvious from the total figure as it includes two large issues — one for 
£31 million by Shell-Royal Dutch in January and one for £20 J million by Imperial 
Chemical Industries in July Stock market conditions became less favourable for new 

l' 1 f /I C 1 
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issues towards the end of 1948 and in the earlier part of 1949 because of some depression 
of security and share values due to the increasing sales of industrial holdings of securities 
in which industry’s liquid funds were invested, 'rhis was a reflection of the growing 
strain on industry’s financial resources which first attracted wide spread attention at this 
time. 

1949 was a year of much reduced activity in tltc new issue market. The reduced 
use made of this source of finance by industry was due in part to the continuance of 
restrictions imposed by tllC Capital Issues Conunittec which were possibly increased 
following a new memorandum addressed to it in April, 1949 emphasising the need for 
strict control. In addition, there was a general hesitancy by industry in considering 
long term invesiment plans in view of the unsettled economic conditions culminating 
in the devaluation of sterling in the September. Added to this, depressed share values 
stemming from these economic difficulties made the successful floating of new issues 
unlikely without offering inordinately high yields. liven the number of offers to 
shareholders w^hich until this time had been becoming increasingly popular as an easy 
and inexpensive method of raising capital declined. 'Phe nadir in new issues was reached 
with the devaluation of sterling with a mere £\5 million of new money being raised 
during the three months of August, September and October. 'Pherc was some recovery 
in November and December as confidence increased in ihe efficacy of devaluation but in 
absolute temis the volume of new issues remained at a low level. 

'Phe picture provided by the figures for 1950 is one of increased activity over the low 
level of 1949. The increase noted at the end of 1949 continued into the early months of 

1950 due, to some extent, to tlie fact that many new issues postponed during the previous 
year could be postponed no longer. In addition, it appears from company reports at 
the time that capital equipment wliich w^as ordered in previous years was now coming 
forward at an increasing rate necessitating the raising of permanent finance. 'Phe 
reduced activity in the middle of the year and the increase in the autumn were partly a 
reflection of tlie normal seasonal pattern of new issue activity, but tlicrc was naturally 
some postponement of new issues in view" of the impending general election. The 
increase in the last few months of 1950 was supported by an influx of funds from overseas. 
These funds caused some strengthening of the gilt-edged market wdiich was reflected into 
tlie new issue market nuiking conditions favourable for new issues. 

Another unfavourable year for raising finance through the new" issue market was 
experienced in 1951. As in 1949, tliis was due to unfavourable market conditions 
resulting from the deterioration in tlic economic health of the country. By the time a 
change of Government occurred in October, 1951 the gold and dollar reserves were 
being depleted at a rate such that within a matter of months tlicy would have been 
completely exhausted. In addition to the depressed share values, there was no relaxation 
of the restrictive attitude of the Capital Issues Committee. In fact it is probable that 
their attitude became more restrictive following receipt of a new Memorandum in April, 

1951 emphasising again the need for a strict and critical examination of all proposals. 
It is difficult to judge the extent to which industry was prevented from raising funds on 
the new issue market, for those Companies applying to the Committee represent only a 
proportion of those wishing to raise new capital. Many must have decided not even to 
apply for permission knowing full well that their application had very little chance of 



232 


THE SOURCES OF FINANCE FOR INDUSTRY AND COMMERCE, ETC. 


being approved. Despite the fact that this was generally an unfavourable year for new 
issues, the highest annual total for any of the post-war years was produced by a sudden 
spurt of new issue activity in November and December, accounting for about a third of the 
total for the year of ;£ 127-8 million. This spurt v/as no doubt partly a reflection of 
industry’s relief at the return of a Conservative Government but it must also have been 
the natural consequence of the postponement of new issues in the pre-election period. 
However, it turned out to be extremely difficult to decide acceptable terms of issue in the 
uncertain market conditions existing in the immediate post-election period for in the 
closing weeks of 1951, of five large issues of fixed interest stocks, proportions ranging 
from four-fifths to nine-tenths were reported to have been left in the hands of the 
underwriters. 

In view of these shocks it is no surprise that 1952 opened with a reduced level of 
activity in the new issue market, 'fhere was some recovery from this low level but the 
year as a whole was not one of great activity. There was a noticeable fall in the number 
of new issues though there was no significant fall in the volume of funds raised as the 
reduced number of issues included some for large sums such as the £20 .V million raised 
by Imperial ("hemical Industries and the £10 million raised by Distillers. Two factors 
were operating to reduce the number of companies approaching the new issue market 
for finance. Firstly, the strain on industry’s owti resources which had been a feature of 
previous years eased during 1952 so that an increasing proportion of the funds required 
could be found from industry’s own resources instead of through the new issue market. 
Secondly, the minor recession experienced in 1952 necessitated a downward revision of 
the investment programmes in many sectors of industry. 

The figures ibr new issues in 1953 bring out with some clarity that the main single 
source of finance for industry’s capital construction is company savings with new issues 
playing only a secondary role. Though the total of new issues during the year reached 
a new peak for the post-war period, after allowing for overseas issues and those to public 
authorities it is seen that capital issues for industry’ alone fell from £117-3 million in 
1952 to £91*8 million in 1953. 

‘‘NRW issuns by iype 

Pcrcontacc of ttnal issues 


Year 

Preference 

Ordinary 

'Total Share 
C'.apiial 

Debt 

Issues 

1946 . 

23-7‘\, 

60-6‘\, 

84-3‘’.. 

15-7% 

1950 . 

8-5‘\. 

35-9'\, 

44-4"., 

55-6», 

1951 . 

151“o 

471‘\, 

62-2'\. 

37-8^» 

1952 . 

3-P\. 

68-3^, 

71-4% 

28 6'",', 

1953 . 

7 V\, 

42-P-o 

49-6‘\, 

50-4‘’o 


Source : — AUdland Bank Revic^v. 

A further depressing feature has been the continuing preference for debt issues 
rather than capital issues proper. There has been this growing preference for debt 
issues in the post-war years and though some reversal of this trend was apparent in 1951 
and 1952, it is clear from the table below that in this last year the preference for debt 
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issues instead of capital issues has been as strong as ever. Even bearing in mind that 
these percentages are based on small totals and therefore subject to distortion by large 
issues, the trend is unmistakeable. 

This trend has been due partly to the difficulty anticipated by some companies 
in raising large sums by the issue of equity capital in view of the shortage of risk capital* 
while dividend limitation and increased stamp duties on transfers have reduced the 
attractiveness of equity issues for investors. This and the saving in expenses induced 
many companies to place debenture issues with financial institutions rather than issue 
them by direct public offer. Undoubtedly, however, debt issues have been favoured 
because of the incidence of profits tax. Briefly, the interest payable on loan capital is 
deductible as an allowance for taxation purposes whereas dividends on share capital 
are not. In the case of preference dividends, it seems to be a practice for companies to 
pay these without deductions for profits tax. This must still be paid either out of the 
ordinary share dividend or out of the reserves normally belonging to the ordinary share- 
holder It has, however, not been the practice to reduce ordinary dividemls and the tax 
liability has been met from reserves, 'flms debt issues have been preferred thereby 
securing a lax allowance instead of incurring a further drain on reserves. It is clearly 
undesirable that the form of company capital should be dictated by these arbitrary fiscal 
considerations even apart from the wider question of the ctfect on the position and supply 
of risk capital of these increases in prior charges on company assets. 

The slight reversal of this trend towards debt issues in 1951 and 1952 was no doubt 
simply the first normal reaction to the weakening of dividend limitation which increased 
the attractiveness of equity investment while the substaniial increase in interest rates 
from March, 1952 acted as a deterrent to financing by way of debt issues. However, 
it now appears that the tax advantage attaching to debt interest as against dividends on 
shares is still the most powerful influence determining the method by which companies 
raise their capital on the new issue market. 

Before leaving the question of new issues it is relevant to note the extent to which 
institutional investors such as insurance companies and investmenl trusts supply funds 
to industry, 'fhese are important as they are the main source through which small 
savings — the predominant form of personal saving now — arc channelled to industry. 
These are not, of course, funds which industry can tap on its own initiative but when 
contemplating a new issue, a company would consider the extent to which the issue would 
be supported by institutional investors. In 1952, the funds of the British insurance 
companies amounted to £ 3,300 million of which 12 per cent, w^as invested in equities- 
This compares with 10 per cent, in 1939 and 5 per cent, in the late 1920’s. A movement 
of 2 per cent, in 13 years docs not represent a great change in traditional investment 
policy, but if the savings of the country arc to reach industry in the form of risk capital 
then a continuation of this trend would seem to he desirable. Investment trusts have 
invested between 50 per cent, and 60 per cent, of their funds in industrial securities 
but are of less importance than insurance companies as their holdings only represent 
3 per cent, of the total risk securities dealt in on the Stock Exchange. Their importance 
has been further diminished in the post-war years by the ban imposed by the Capital 
Issues Committee on share issues by investment trusts. It was only in August, 1953, 
that this ban was removed in very belated recognition by the Chancellor of the Exchequer 
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of the important part which can be played by investment trusts in mobilising the small 
savings of the coimtry and directing them to industry. Industry also has access to sources 
of hnancc which arc outside the groups so far discussed. For example, some increase 
in the use of hire purchase facilities to finance capital expenditure has been in evidence in 
the post-war years, though the Government has made every effort to curb this type of 
finance as it provided a means of overcoming to some extent the Government’s restrictions 
on raising capital. The instructions to the Capital Issues Committee and to the Banks 
in April, 1951 contained a special mention of the need to restrict this type of finance 
except in cases in which it was clear that the funds would be used for approved purposes. 
The announcement in 1951 that the initial allowances would be suspended no doubt 
provided an inducement to companies to anticipate some of their capital requirements 
and to finance this anticipatory buying by hire purchase facilities. No great success 
attended the Government’s efforts in view of the difficulty of determining the ultimate use 
to which funds would be put as distinct from the declared intention at the time of 
application. 

An increase in the placing of unsecured notes was noticeable in the post-war years 
particularly between 1948 and 1951. Though, in effect, these are new issues, they were 
only included in the new issue figures in so far as they were later introduced on the Stock 
Exchange for quotation. I'hus, to judge from company announcements from lime to 
time, about ^'70 million was raised in this way in 1950 of which £25 million was later 
quoted. These placings have their advantage both for the borrower and lender for the 
borrower avoids the costs and complications of a public issue while the lender — the 
financial institutions — acquire a high grade stock on favourable terms. If one believes 
that the capital market is a vital institution and that it needs a large flow of business 
to maintain its efficiency, then any increase in the short-circuiting of valuable business 
by private placings can only be regarded as unwelcome. 

Finance Corporation for Indu.stry and Industrial and Commercial Finance 
Corporation 

Finally, two financial institutions must be mentioned which have been an important 
source of finance for industry in the post-war years. These are the Finance Corporation 
for Industry and the Industrial and (Commercial Finance Corporation which were 
established in the early months of 1945 and arc still in existence. The Finance (Corpora- 
tion for Industry is the larger of the two organisations and owned by a large group of 
insurance and trust companies and the Bank of England. Its capital is £25 million and 
the borrowing powers /'1 00 million. The smaller organisation, The Industrial and 
Commercial Finance Corporation, is financed by the Clearing Banks (apart from a 
nominal £\ million subscribed by the Bank of England) and was established with a 
capital of £\5 million and borrowing powders of ^30 million. I'he purpose of the 
F.C.I. was given in 1945 as “ the provision of temporary or longer period finance for 
industrial business with a view to their quick rehabilitation and development in the 
national interest.” 'Fhc I.C.F.C. was established to supply medium and long term capital 
for small and medium businesses for amounts ranging approximately from £5fi00 to 
£200,000. It was anticipated that this ^vould solve the problem reputed to exist of 
raising these amounts of capital which were too large to consider a bank loan, but not 
large enough to make an approach to the new issue market worth while. 
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It was anticipated that the F.C.I. would provide a useful source of finance for 
capital projects involving a heavy outlay of capital over a period of years. This has in 
fact been the case for a large proportion of its loans have gone to the heavy industries, 
the most noteworthy being the £h5 million supplied to the Steel C^ompany of Wales 
over a period of five years from 1947. The extent to which the F.C.I. has financed 
the steel industry can be gauged from the fact diat in 1950 the F.C.I. had actually issued 
loans of £32 million of which £20-8 million had been taken up by the steel industry. 
Outstanding commitments at that time amounted to £34-2 million of which £32 2 million 
was on behalf of the steel industry. The extent to w^hich industry has had recourse to 
these funds can be gauged from tlic following table. The fact tltat the steel industry 
has been able to carry through its huge development programme with die substantial 
help of diese funds, and particularly, the bringing to fruition of the South Wales project, 
would seem ample justification for die existence of the F.C'.I. 

FUNDS SUPPUFD UY THE FINANCE CORPORAPION POR INDUSTRY 

LOOQTl 


At iMarch 31 

.Advances and 
Invesimenrs 

Further 
( :ommitmcnts 

Total 

1946 . 

254 

1,081 

1,335 

1947 . 

1,862 

799 

2,661 

1948 . 

4,738 

41,276 

46,014 

1949 . 

10,969 

50,080 

61,049 

1950 . 

32,702 

34,160 

66,863 

1951 . 

54,507 

13,945 

68,452 

1952 . 

52,836 

17,125 

69,961 

1953 . 

60,884 

11,250 

72,134 

'I'o Sept. 23, 1953 

— 

— 

82,240 


'Fhe Indusirial and (Commercial Finance Coqwration has been an equally useful 
source of finance in its own field. Its activities have not proved conclusively diat there 
has existed an unsatisfied demand for medium and long term finance for small businesses, 
as generally, between 40 per cent, and 50 per cent, of die finance provided has been 
in sums of £100,000 and upwards. However, this does not detract from its value as a 
source of finance as is shown by the table given below. Fhe F.C.I. and l.C.F.CC. have 
helped to provide equity capital by making loans which carried an option to convert 
them into equity^ capital at a certain time and on agreed terms in addition to investing 
in ordinary and preference shares. A table showing the composition ot die invested 
funds of the I.CC.F.CT is reproduced below from the (Corporation’s latest Annual Report. 
t:oAiPosiTioN OF iNVEsq'liD P'UNDS OF 1 IIP: i.t:.F.c:. 

AS A'P iVlARCII 31, 1954 


Type of Investment 

Ann Hint 
LOOO’s 

Percentage 

of 

T otal Advances 

Secured Loans 

10,764 

39“o 

Unsecured Loans 

5,791 

21";, 

Red. Preference Shares .... 

5,335 

19Vo 

Non-Red. Preference Shares 

3,196 

11% 

Ordinary Shares 

2,741 

10% 

T'otai. 

27,827 

100‘>i, 
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FUNDS SUPPLIED BY THE INDUSTRIAL AND COMMERCIAL 
FINANCE CORPORATION 


At 

Advances and Investments 

Net (1) Gross (2) 

F'urthcr 

Commitments 

Offers to Applicants 
Awaiting Accept- 
ance and Contract 

31-9-46 

1,239 



2,809 

1,023 

31-9-47 

5,576 

— 

4,785 

631 

31-9-48 

10,496 

— 

2,876 

601 

31-3-49 

12,398 

13,982 

2,734 

509 

31-3-50 

15,668 

18,616 

1,704 

290 

31-3-51 

20,252 

24,651 

1,735 

1.017 

31-3-52 

23,689 

29,987 

2,901 

617 

31-3-53 

26,286 

34,625 

1,217 

615 

31-3-54 

27,827 

58,288 

1,666 

505 


M) Cross advances Ii‘\s repayments, realisations and provisi»)ns. 
^2) Total sums paid out t(' the dates mentitined. 


The tabic shows that since being established, the T.C'l.F.C. had by March 31, 1954, 
supplied industry with funds to the extent of X38,288,000, of which £27,827,000 was 
still outstanding. 

Many other smaller institutions, usually with more specialised functions, have been 
established to help supply finance to industry. 'Fhe Safeguard Industrial Investment 
1-td. sponsored by the London and Yorkshire Trust to cope with the impact of death 
duties on the finances of private companies, and the Private Enterprises Investment Co. 
formed by four merchant banks to help finance small businesses are two which came into 
being towards the end of 1953. 

The question of the supply of finance for industry since the war has been approached 
in this essay I'rom what might be termed the demand side. We have ailoptcd an 
institutional approach in considering industry confronted with the need for finance and 
discussing the various sources from which funds have been obtained, the extent to which 
each one has been used, and the factors goveming the use made of each of these sources. 
With regard to short term finance, attention has been drawn to the importance of trade 
credits, the increased use of commercial bills until 1952 and the changes in the level of 
bank advances, while a full discussion was undertaken of the use of indusiry^’s own 
funds, both for short and long term finance. Some estimate has also been made of tlie 
part, played by the new issue market and certain special institutions in supplying funds 
to industry. The general picture which emerges is that, for three post-war years, 
industry had access to sufficient funds as the factor limiting activity w^as tlie shortage of 
physical capital rather than financial capital. For the next three years — say until the 
end of 1951 — industry experienced difficulties in obtaining sufficient funds, while from 
the beginning of 1952 some casing of the situation was observed, until now, funds and 
resources arc in reasonable supply and it has become necessary instead to encourage 
industry to undertake a greater scale of investment by the introduction of investment 
allowances in the 1954 Budget. For the future, while recognising that claims on a 
substantial part of the country’s resources exist apart from those of industry, one must 
hope that expanding levels of output and rising standards of living will not be restrained 
merely on account of an insufficient flow of funds to industry. 
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Recent Legal Decisions of Interest to Bankers 

By C. B. Drover 

CURRENT ACCOUNT OF ENEMY-EFFEC T OF OUTBREAK OF WAR 

Arab Bank, Ltd. v. Barclays Bank (Dominion, C'olonial and Ovlrsbas) 
(1954 : 2 All E.R. 226 ; 2 W.L.R. 1022 ; 98 Sol. J. 350) 

Arab Bank Ltd., which was a company originally incorporated in Palestine, main- 
tained a current account at the Allenby Square branch in Jerusalem of Barclays Bank 
(Dominion, Colonial and Overseas). Arab Bank’s head otlice was at the Anboussie 
Building, a short way outside the Old City of Jerusalem, and it had branches throughout 
Palestine, and elsewhere. At midnight on May 14 15, 1948, w^hen the British mandate 
over Palestine ended, the balance standing to Arab Bank’s credit at tire Allenby Square 
Branch was £P.582,93M46. 

Immediately upon the termination of the mandate the State of Israel was constituted 
by a declaration of independence and a proclamation made thereunder, and without 
formal declaration, war in fact broke out benveen the Stale ot* Israel and the Arabs in 
Palestine, supported by certain other States. Arab Bank, being owned and controlled 
by Arabs, moved its head oflice into the Old City of Jerusalem, which was in Arab hands, 
while the Allenby Square Branch passed into Israeli hands. 'Phe Allenby Square Branch 
had in fact been closed and evacuated on die day before die termination of the mandate. 

By its Law and Administration Ordinance, No. 1 of 1908, the State of Israel provided 
that the law which existed in Palestine on May 14, 1948, should remain in force, and as 
the then-existing law embodied the common law of England in so far as trading or 
communicating with the enemy was concerned, it became illegal for anyone in Israel 
to have intercourse with anyone in enemy territory. 

By further regulations, known as the Emergency Regulations on the Property of 
Absentees, the property of absentees w^as vested in a custodian, 'fhe expression 
“ absentee ” meant, in general terms, anyone w4io owned property in Israel and who, on 
or after November 29, 1947, had gone outside Israel. It was not disputed that Arab 
Bank was an absentee. 

On November 24, 1948, Arab Bank requested Barclays Bank (D.C. & O.) to pay its 
Allenby Square balance to an account in London, but the latter bank declined on the 
ground that such a payment was prohibited by the Israeli exchange control regulations. 

The writ in the present case was issued on October 9, 1950. 

On February 8, 1951, Barclays Bank (D.C. & O.) paid the amount of /,'P.582,931 146 
to the custodian. 

In these proceedings Arab Bank claimed payment to it in I.ondon of the sterling 
equivalent of that sum. Its first head of claim was based upon the contention that 
repayment of the whole of the balance standing to its credit at the Allenby Square branch 
had been demanded prior to the termination of the British mandate, but Parker J., in 
the court of first instance, found as a fact that there had been no such demand, and this 
head of claim fell to the ground. 

Arab Bank’s alternative contention was based upon the claim that the contract of 
current account which subsisted between itself and Barclays Bank (D.C. & O.) was 
frustrated and thereby brought to an end by the state of war which broke out, and that 
upon the termination of the current account contract, there arose in its place an obligation 
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by way of simple debt payable without the necessity for previous demand and not 
necessarily payable at the branch of Barclays Bank (D.C. & O.) where the current account 
had been previously maintained. 

It was Held unanimously by the House of Lords, affirming the decisions of the 
Court of Appeal and of Parker J., that a bank balance standing to a customer’s credit 
on current account was a debt due, notwithstanding that it did not actually become 
payable until demand had been made at the branch where the account was kept, and was 
accordingly an “ accrued right ” which was not abrogated by the customer’s becoming 
an enemy, but remained in suspense until the termination of hostilities. Accordingly 
Barclays Bank (D.C. & O.) had acted correctly in paying the credit balance to the 
custodian, and could not be required to refund the money to Arab Bank. 


This important case determines what, under English law, is the effect of the out- 
break of war on a current account kept by a bank in this country for a customer resident 
in enemy territory. Actually, the bank balance in question was held in Palestine, but 
English law was applied, not because the dispute came before the English courts, but 
because English common law was applicable in Palestine at the material time. 

The general principle of English common law is that “ a state of war between this 
kingdom and another counm^ abrogates and puts an end to all executory contracts which 
for their further performance require commercial intercourse between the one contracting 
party, subject to the King, and the other contracting party, an alien enemy, or anyone 
voluntarily residing in the enemy country.” (Per Lord Dunedin in Hr tel Bieher & Co, 
V. Rio Tinto Co, ([1918] A.C. 267). On the other hand, where all that remains to be 
done under a contract is the payment of a liquidated sum of money, this will be treated 
as a debt and will survive the outbreak of war, though the enemy creditor’s right to sue 
for payment will be suspended until the termination of hostilities. (Sec Schering Lid, 
V. Stockholms Hnskilda Bank [1946] A.C. 219). 

Accordingly, the issue in the present case turned upon whether or not the contract 
of current account between Barclays Bank (D.C. & O.) and Arab Bank was abrogated 
and brought to an end by tlie dc facia commencement of hostilities or whether the balance 
on current account represented a debt immediately due, though perhaps not immediately 
payable, which would survive the outbreak of war. Arab Bank conceded that demand 
had to be made at the branch where a current account was kept before payment could be 
made, and further conceded on appeal that no such demand had been made, but 
contended that the contract of current account was automatically brought to an end by the 
outbreak of war. The result was, it contended, that a debt became immediately payable 
by Barclays Bank (D.C. & O.) to Arab Bank ; the place of payment not being restricted 
to the Allenby Square Branch. Accordingly, Arab Bank was entitled, as it contended, 
to sue Barclays Bank (D.C. & O.) in I.ondon for the balance formerly standing to its 
credit on current account. 

This contention failed because the House of Lords came to the conclusion that 
“ the credit balance survived the outbreak of war and was a right to be paid at the Allenby 
Square branch”, and that being so, there could be no doubt that the balance was rightly 
paid to the custodian. 

The fact that upon the outbreak of war Arab Bank had no right of action against 
Barclays (D.C. & O.) in respect of the sum standing to the credit of the current account 
did not mean that there was no debt owing to Arab Bank. There was a debt owing. 
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and it survived the outbreak of war, notwithstanding that demand had to be made for 
payment in a particular place. 

In considering the rights of Arab Bank immediately prior to the outbreak of war. 
Lord Reid stated as follows (2 All E.R. at p. 236) : — 

“ Injoachhnson v. Swiss Bank Corpn, (|1921] 3 K.B. 110), the firm N. Joachim- 
son, had a current account with the defendant bank. On Aug. 1, 1914, the linn 
was dissolved by the death of one of the partners and on that date a balance of 
jC 2,321 was standing to the credit of the firm. Later, one of the partners raised an 
action in the firm name to recover that sum, but for some reason he gave an under- 
taking tliat the only causes of action relied on arose c i or before Aug. 1, 1914. 
His action failed because, although the customer’s account was then in credit, the 
customer had then no cause of action against the bank. The case decides, in my 
judgment rightly, that a customer must make a demand for payment at the branch 
where his current account is kept before he has a cause of action against the bank. 
Generally it is the duty of a debtor to seek out his crcditoi and tender the amount 
of his debt, but there is nothing to prevent parties from agreeing, if they wish, that 
that shall not be the duty of the debtor, and it was held that a contract of current 
account necessarily implies an agreement that that shall not be the bank’s duty : 
otherwise the whole object of the contract would be frustrated. The balance at 
the customer’s credit is only payable at the branch where the current account is 
kept, and so the customer must go there or send his instructions there before he 
can get his money.” 

I.ord Reid considered that the incidents attaching to a current account were quite 
different from die case where one party to the contract had to perform some service or 
fulfil some obligation under the contract in order to earn the money, since in such cases 
further performance of the contract being frustrated, that party could never do what 
was necessary to earn the money. Nothing was owing to him when the w^ar broke out, 
so there was no “ accrued right ” to suspend. 

On the other hand a sum standing to the credit of a customer on current account 
has always been regarded as a debt due by the bank to the customer (see Rogers v. Whiteley 
[1892J A.C. 1 18, Plunkett v. Barclays Bank Ltd. [1936J 1 All li.R. 653, and Szviss Bank 
Corpn. V. Bochmischc Industrial Bank [1923] 1 K.B. 673). Furthermore, the existence 
of a debt does not depend upon there being a present right to sue for it. The concept 
of money owing now but not payable imtil a future date is a W'cll-known one. 

Accordingly Lord Reid reached the conclusion that the debt on current account 
was an accrued right wdiich was not abrogated by the outbreak of w\ar, although the 
contract of current account could no longer be performed. 

Lord Tucker struck an interesting note by reserving the question as to what would 
be the position with regard to the balance on a current account after the account had been 
closed and was no longer current. He said {supra at p. 239) : — 

“ Before parting wuth the case, I would, however, desire to say that 1 reserve 
for future consideration the question whether the necessity for demand before action 
in respect of sums standing to the credit of a customer’s current account during the 
currency of the account, as decided injoachimson v. Szeiss Bank Corporation {supra)y 
applies equally in all circumstances to the balance after the account has been closed 
and thereby ceased to be current. In the present case, as the outbreak of war was 
the event which closed the account, I think the situation must be viewed as at the 
moment before war broke out when the account was still current.” 
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100 Years Ago 

From The Bankers^ Magazine of September, 1854 
PROGRESS OF BANKING IN AUSTRALIA 

The importance of Australian affairs is so generally recognised, that it is obvious 
there should be a periodical investigation into the banking condition of those colonies. 
The extension of their commercial relations with Europe has had a marked influence 
upon the welfare of society ; and, as the discovery of gold has been the primary cause of 
this increase of trade, it must be admitted, that if the production of gold were now largely 
to cease, or if the wealth collected there were to be suddenly withdrawn, there would be 
a severe convulsion, which would operate most disadvantageously both upon Austialia 
and this countrj'. It cannot be overlooked, either, that the cttcct of the discovery of gold 
has been greatly to improve the condition of all monetary markets — not, as some contend, 
by cheapening the value of the commodity, which experience has shown to be a most 
fallacious dogma, but in enlarging the medium of circulation, in improving currency, 
and in distributing the precious metals more equitably throughout the world. This 
benefit to other countries is at once apparent, when the total imports of gold are compared 
with the small proportion remaining in England ; and it must ever be deemed a beautiful 
arrangement in the economy of this world’s affairs, which so wisely divides benefits of 
such incalculable importance to the material prosperity of nations . . . 

With the extensive operations of last year, the exchanges between Australia and 
England arc undergoing great fluctuations. The balance of trade being against the 
colonics, a pressure upon the banks has been made during the last few months for drafts 
on England, and if the amount could be ascertained, it would represent an astonishing 
aggregate. During the early pciiod of the gold discoveries, when the trade was in an 
inverse ratio of its present state, drafts on England were as low as 8 per cent, discount, 
and now they have advanced to 5 per cent, premium. I'hesc rates are sufficient indica- 
tion that bank drafts, like all other commodities, must follow the laws of supply and 
demand, and although the present premium looks a heavy tax upon the commercial 
community, the banks, on the other hand, arc obliged to give par for gold, that is the full 
mint price, and be at a heavy expense in bringing it to this country for realisation. Indeed, 
the rupture with Russia has had a very sensible effect upon gold dealing, the war risk 
having added fully 20s. per cent, to the premium of insurance, which has now attained 
a rate doubly as high as when gold first became an article of import to this country. In 
relation to the exchanges, it is important to observe that sovereigns are now being sent 
from Australia, which is a state of things that many did not contemplate ; and even those 
who knew that the exchanges would at all times settle their destination, few expected that 
coin so recently sent from England would again be in transit. 

The conflict in which Europe is engaged will not, we trust, have any injurious effect 
upon Australia beyond those necessarily increa^ied charges already imposed, which 
commerce at large sustains. There have been fears entertained in Australia of attack 
from the Russian fleet known to be in the Indian Seas, but these fears, it is now believed, 
will prove groundless, and if such should happily be the case, Australian interests are 
secure, provided care, vigilance and forethought be exercised by those engaged in the 
trade and banking of those colonies. 
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Monthly Problem 

This month we publish an unusual problem which has been submitted by a Barclays 
Bank reader in Manchester to whom our prize of one guinea has been sent. A further 
prize of one guinea will be awarded to the reader who submits the most satisfactory 
solution. All replies should reach The Editor, The Uaukers* 85 & 86, London 

Wall, E.C.2, not later than September 15, 1954. 

X, Y, and Z arc in a similar line of business and decide to unite to form a private 
limited company. Before the Oriificate of Incorporation is issued, X, Y and Z enter 
into contracts with outside parties, and use the new company's note-paper in the course 
of correspondence. 

X, Y and Z now call in at the bank with several cheques, all payable to the new 
company, XYZ Limited, whose Certilicaie of Incorporation has still not been issued. 

What attitude should the bank adopt ? Is it to collect the cheques and, if so, (i) how 
are they to be endorsed, (ii) what formalities should be observed when paying over to 
the company, duly incorporated, tlte proceeds of these cheques, if credited to a suspense 
account ? ” 


A TARGE number of readers attempted to solve this practical 
pRom^vi problem but, unfortunately, many were confused in their interpretation 
of the North 6: South Insurance C'orporation case (see below), and 
only a few presented a clear picture of both the legal and practical risks. 'I’he best 
answer came from a Barclays Bank reader in xManchester, to whom the usual prize of 
one guinea has been sent. 

'I’he problem read as follows : — 

“ Included in a credit received by SouthtowTi Bank for the account of their customer 
Z is an item tor /'lO drawn by V on Northtowm Bank and made payable to ' cash or 
order ’. This document bears no endorsement and the cashier i»f Southlown Bank 
declines to accept it for collection, contending that ii must first be endorsed by the 
drawer. Is the cashier justitied in adopting this attitude ? ” 

From the legal standpoint, the item for /,'10 which P has drawn on Northtown Bank 
is not a cheque because it is not drawn payable to a specified person or to bearer. 
(North & South Insurance Corporation Ltd. v. National Trovincial Bank Ltd. [ 1936] 1 K.B. 
328). It was then decided that “ cash ” could not be a payee and in that respect a 
mandate to pay to “ cash to order ” cannot in law be validly endorsed. On the facts 
before him, Branson, J., disregarded the printed w'ords or order ” and accepted the 
document as a direction to pay cash, by implication, to the bearer of the document. But 
he went on to say that, as payment had actually been made to the person whom the 
drawer intended to receive payment, it would have been a blot on our legal system if 
the Court had decided against the bank. In other circumstances, the decision might 
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have been different and this case must not be looked upon as a legal decision that any 
instrument made payable to “ cash or order ” is automatically an order to pay bearer. 
This view was upheld by Lloyd-Jacob, J. in Cole v. Mihome [1951] 1 All. E.R. 311, who 
stated, after reference to the North & South Insurance Corporation case, that it “ did 
not decide that, on the proper construction of Section 3 (1) (of the Bills of Exchange 
Act, 1882) a payment expressed to be to ‘ cash or order ’ was a payment to bearer 
Thus the cashier of Southtown Bank is correct in declining to regard the instrument as 
payable to bearer. 

Whether the cashier is justified in declining to accept the order for collection without 
it is first endorsed by the drawer depends, however, on the surrounding facts. The 
risk is that the customer, Z, has no title to the order. As far as can be judged from the 
case quoted above, if payment is not made to the party whom the drawer intended should 
receive payment, the drawer may be able to recover from the banker w^ho has paid or 
collected the instrument. If Z has stolen the order or obtained it from a thief, Soutli- 
towm Bank would presumab!}^ be liable for conversion to the true owner. Even if the 
order is crossed, it is outside the Bills of Exchange xAct and Section 82 will afford no 
protection. 

The following rules w'ere set out on page 202 of the Journal of the Institute of 
Bankers, Vol. 72 (October, 1951) as a guide in dealing with an instrument drawn payable 
to “ cash or order ”, 

(a) if uncrossed it may safely be paid over the counter only to the drawer or his 
known agent and whether endorsed or not (the endorsement of the drawer docs 
not make the instrument transferable) ; 

(h) if crossed and bearing no sign of having been transferred, it may be paid through 
the clearing or over the counter to another bank without question, whether 
endorsed by the drawer or not ; 

(c) it should not be collected, if uncrossed, except for a responsible customer, w'ho, 
anyhow, should be asked to cross it. 

Strictly, therefore, the cashier may be justified in declining to accept the item 
without the endorsement of the drawer as evidence of receipt, but the amount involved 
is only ^£10 and, if Z is an established customer of reasonable financial standing, the 
practical risk is negligible. 


Banker and Customer 

The Collection of Cheques 

Negligence {continued) 

The general test of negligence within the meaning of Section 82 of the Bills of 
Exchange Act, 1882, was explored in these pages in our May issue and this month it is 
convenient to resume the survey of practical examples illustrating the minimum standard 
of care expected of the collecting banker in order to rely upon the statutory defence 
against the conversion of a cheque. 
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Cheques Payable to a Lwiited Company 

In the daily conduct of the accounts of limited company customers the banker 
must always distinguish between the legal entity of the company and the entities of its 
directors and members. They cannot and must not be confused. A limited company 
is in effect an artificial person created by statute which is able to incur obligations 
and enforce rights very much as if it were a human being. "I he cor|x^ratc entity 
of the company is quite distinct from the individual entities of its members or 
owners. This fundamental principle demands special care when dealing with small 
private companies, particularly those with only two sharehold ts, usually man and wife, 
who are also the sole directors. The dangers of that unfortunate term “ one man 
company ” cannot be exaggerated in this connection, 'fhe prudent banker has always 
to remember that there must be two or more members of every limited company and 
transactions on the account of the company cannot be confused with the private trans- 
actions of the shareholders, hor example, to all intents and purposes a valued, wealthy 
juivate customer, Davy Jones, may own, control and direct the limited company Davy 
Jones Ltd. 31ie fact that he owns 99 per cent, of the share capital and his wife holds 
the balance and obediently follows his instructions in matters concerning the company, 
does not enable Mr. Davy Jones to confuse with his private monies the assets of the 
limited company. There are still many individuals who do not realise that the company 
which they control and largely own is a separate legal entity with assets and liabilities 
which have to be maintained quite separately from their private debts and resources. 
The local grocer, Mr. Salt, sells his business to a limited company with two shareholders, 
Mrs. Salt and himself, but continues to trade in the same shop in precisely the same 
way as before. It is dillicult for him to realise that he has created an artilicial person 
which now owns the business. Similar problems arise when a partnership business is 
sold to a limited company and the share capital issued to the vendor partners in considera- 
tion for the net assets transferred to the company. 

To emphasise this essential legal dilference between a limited company and its 
members, reference should be made to Salomon v. Salomon &■' Co.^ Ltd. fl89"] A.C. 22. 
Briefly, Salomon, a leather merchant and wholesale boot manufacturer, sold his business 
for £30,000 to a limited company, whose members comprised Salomon, his wile, four 
sons and daughter. 'Lhe six members of his family each subscribed for one £1 share, 
but Salomon himself received 20,000 £1 shares and £10,000 debentures, secured by a 
floating charge on the assets of the company, in payment for his business. Thus, Salomon 
acquired complete control of the company. The company later became insolvent 
with insufficient assets to meet in full cither the debentures or the trade creditors. 
Actually, the assets realised £6,050 against unsecured trade creditors totalling £8,000, 
and £10,000 secured by the debentures held by Salomon. The trade creditors claimed 
the entire assets, contending that, as the company was entirely controlled by Salomon, 
he and the company were one and the same person and he could not owe money to 
himself. I'he House of T.ords decided that the company was in law a person quite 
distinct from its members and, as a secured creditor is entitled to payment out of his 
security before the unsecured creditors, the assets had to be applied in part settlement 
of the company’s debt to Salomon. 

These principles have to be applied to the collection of cheques made payable to a 
limited company and provide the first golden rule for the collecting banker when 
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accepting such cheques. If the cheque is in favour of the company, it cannot be applied 
to the private account of a director of the payee company without searching enquiry 
and satisfactory explanation. In practice, the problem often arises with the virtual 
owner of a small private company who resents any suggestion that he cannot do what 
he likes with the monies of a business which he regards as his own. His wish to pay 
company cheques into his private account may not be fraudulent but, however undoubted 
he may appear to be, the position must be discussed. In most cases a tactful explanation 
from the banker will be appreciated and no furtlicr confusion will arise between the 
accounts. 

'rhe risks of failure lo enquire in such circumstances arc illustrated by the un- 
fortunate experiences of Martins Bank in A. L. Umierzvood Ltd. v. Bank of Liverpool 
& Martins Lid. [1924] 1 K.B. 775. In this case Underwood sold his business as an 
engineering and machinery merchant to A. L. Underwood Ltd. in consideration for the 
issue of shares in the company. He became sole director, holding 10,001 shares, and his 
wife held the only other issued share. 'I'he company banked with King & C'o., but 
Undeiwood kept his private account with the Bank of Liverpool & Martins Lid. Shortly 
after the ibrmation of the company, Underwood started to pay into his private account 
cheques made payable to the company, and between December, 1919, and February, 
1922, the bank collected 45 of these cheques for amounts totalling £8,502. In 
November, 1922, Underwood died and a receiver was appointed by the debeniure holders 
of the company. An investigation of the books revealcvl tiic frauds a.nd the receiver 
sued the collecting bank for conversion. The bank claimed the protection of Section 82, 
but it was of no avail because the bank could not make good the contention that it had 
acted w'ithout negligence. No enquiries had been made. In the Appeal Court, 
Bankc, L.J. stated : “ 'I'hc clieqties w'cre plainly the property of the company. They 
were endorsed by Underwood as sole director, a fact which, instead of absolving the 
cashiers from inquiry, apj^ears to demand the exercise of greater caution on their part, 
having regard to the fact that the cheques were being paid into Underw'ood’s private 
account. Alany of the cheques w'cre marked in a w^ay which of itself ought to have 
put the cashiers on enquiry. I entirely accept the view- of the learned Judge w'iih 
regard to the conduct of the cashiers, and I think that his conclusion establishes not 
only negligence on their part, but such an absence of ordinary enquiry as to disentitle 
the appellants from relying on a defence founded on the ostensible authority of 
Underwood. I feel satisfied that the obvious enquiry w^hether the company had not 
got its owTi banking account would have put a stop to the fraudulent system adopted 
by Underwood, and I do not think that it lies in the mouth of the appellants to say that 
an enquiry w'ould have been useless.” ^ 

These w^ords of thirty years ago are a plain warning to the collecting banker to-day, 
but the risk is not limited to the relatively simple case of a director attempting to apply 
company cheques to the credit of his private account. After distinguishing between 
the legal entity of the limited company and the entities of its members, it is next prudent 
to mention that cheques payable to a limited company clearly cannot be collected for 
the private account of any oflicial or employee of the payee company. The link between 
the payee and the party seeking to obtain the proceeds of the cheque is so obvious that 
the need for full enquiry and confirmation from the company need not be pursued here. 


September, 1954 



EDUCATIONAL SECTION — ^BANKER AND CUSTOMER 


245 


Hannan's Lake View Central Ltd. v. Armstrong & Co. (1900) 16 T.L.R. 236, provides 
the earliest example of such negligence where cheques payable to the company were 
collected for the private account of the secretary of the company, and the bank was 
held to have acted negligently. 

In more recent years the problem has widened and safely now demands tliat no 
cheque payable to a limited company should be collected for an account other than that 
of the payee without adequate enquiry. The extent of such enquiry will depend upon 
the surrounding circumstances, including particularly the relationship between the 
payee and the account holder presenting the cheque for colleci on. d'he payee company 
may be a subsidiary ol' the customer whose account is to be credited, or vice versa, or 
the cheque may have been passed forward in setilemcnt of a debt due from the payee 
company to the holder of the cheque. Such transactions are, however, unusual to-day. 
It can be argued with reason that a cheque is still a negotiable inslrument uinless crossed 
“ not negotiable ”) and when endorsed in blank by a j'ayee i:o.npany it is payable to 
bearer. Why then is the banker expected to enquire bel'ore accepting sucli a cheque 
for collection for the account of a third party ? It is a matter of established business 
practice. A limited company to-day is presumed to have a banking account into which 
it normally pays all its receipts. It would be unusual for a limited company to negotiate 
cheques to third parties without passing the item through its books. Receipts are 
banked, whilst payments are made by separate entry by cash or the issue of a cheque. 
This is the accepted business practice to-day and departures from it cause the collecting 
banker to make enquiry. 

I’he above general conclusion was partly established by the banking witnesses in 
n. B. Sarory &' Co. v. L/oyJs Bank Ltd. [19 32] 2 K.H. 122, when they stated that it was 
the recognised practice to refuse acceptance ot a cheque payable to a limited company 
for the credit of an indhidual’s account without enquiry. In the opinion of 
Mr. Goddard, K.(". (now Lord (diief Justice) the only prudent course is for bankers 
to refuse to accept without enquiry or special instructions cheques made payable to 
companies for accounts other than those of the payee.” There can be no clearer 
guidance on the point. 

Reference is sometimes made to the older case of London ilr Montrose Sliiphnilding 
and Repairing Co. Ltd. v. Barclays Bank Ltd. (1926) 31 Cami. Cas. 67, when in the lower 
court Alackinnon, J., rejected the suggestion that wherever the named payee on a cheque 
is a limited company and the cheque has been endorsed by that payee the Ixmk collecting 
on behalf of a third party is put on enquiry. Mr. Schiller (counsel for the plaintitf) 
does not gii so far as to suggest — indeed 1 think that even his boldness could hardly 
lisc to that height — that whenever you have a third-party cheque, there is then the 
need for enquiry put upon tlie banker receiving payment for the indorsee. Hut he does 
suggest with I think almost equal boldness that wherever the named payee of a cheque 
is a limited company as distinct from an individual, and the cheque has been endorsed 
to an indorsee by that company, the bank collecting on behalf of that indorsee is put 
upon some sort of enquiry, and ought to enquire of the company whether the transaction 
is in order ... I think that is putting it impossibly high.” Although the bank succeeded 
at first, the Court of Appeal reversed the decision, deciding that on the facts (which are 
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not material for our purpose) there was dear evidence of negligence on the part of the 
bank. No opinion was, however, expressed on appeal concerning the third-party 
cheque feature. 

In practice, the only prudent course is to enquire. If a satisfactory explanation 
is forthcoming, the cheque may be collected. The latest published example where 
prudent enquiry safeguarded the collecting banker is found in Pcnmoimt Estates Ltd. v. 
National Provincial Bank Ltd. (1945) 173 L.T. 344, where the Estate company claimed 
from the War Damage Commission through a firm of estate agents and a fraudulent 
employee of the agents intercepted the cheque from the Commission. The cheque 
was drawm for £61. 45. \d. in favour of the plaintiff company and crossed “ not 
negotiable.” The thief forged the endorsement of the payee company and passed the 
cheque through a confederate to a solicitor, w4io paid it into his clients account with 
the defendant bank. Apparently, the bank in the past had raised enquiry concerning 
similar clieques payable to other payees and had received the explanation that those 
payees had no banking account . Such an answer would naturally have been unacceptable 
in the case of the cheque payable to Penmount Estates Ltd. because a limited company 
is expected to have a banking account. Instead, the solicitor explained that he had 
obtained the endorsement of the cheque by his client so that it could be paid into his 
clients’ account, from wdiich account he w'ould then issue his own cheque to the company 
for the amount, less his costs. Mackinnon, J., held that the bank had acted without 
negligence. They had raised enquiry and received an answer w’hich a business man 
could accept. It w’as reasonable for a solicitor to pay into his clients’ account the 
money of people other than himself and he had personally presented the checiue for 
collection. “ It is true that, in the light of after events, the explanations given . . . may 
sound improbable to anyone in a suspicious frame of mind ; but in my opinion the 
ofiicials of the bank, doing their duty under Section 82, have not to be abnormally 
suspicious.” 

Cheques Drawn by a Limited Company 

Any attempt by a fraudulent party to obtain the proceeds of a cheque drawn payable 
to a limited company is relatively easy to detect, but the conversion by an employee 
or director of cheques drawn by his company presents a more formidable problem 
because they are unlikely to be made payable to limited companies. The banker cannot 
be expected to query such a collection unless there is some liduciary relationship between 
the drawer company and the customer presenting the cheque which is known to the 
collecting bank or should be realised by its officers. 

The following examples will perhaps clarify the position. Suppose X, a customer 
of SouthtowTi Bank, is known from the enquiries made when he opened the account 
to be an employee of ABC Ltd. and he presents for collection through his own account 
a cheque drawn by that company in favour of Q., who has ostensibly endorsed the cheque. 
By reason of the fiduciary^ relationship betw^een X. and the drawer of the cheque, there 
is an obvious need for enquiry and the banker may not be satisfied without due verification 
from the company itself. On the other hand, if another customer, Y., described in the 
bank's records as a surveyor, presents for collection a cheque drawn by ABC Ltd. in 
favour of P., there is no prima facie need for enquiry. There is no known or suspected 
connection between Y. and ABC Ltd., and the cheque is endorsed in blank by the payee 
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and thus payable to bearer. It would be impossible in practice to query in effect all 
third party cheques and any attempt to do so would destroy the very essence of 
negotiability. The crucial test must be the known relationship between the customer 
presenting the cheque for collection and the drawer of the cheque. The closer the 
Jink between them, the deeper will be the enquiry expected from the bank if it is to act 
without negligence. Failure to enquire wnuld be fatal if it subsequently transpired 
that the customer had no title to the cheque. 

In Souchette Ltd. v. London County, Westminster, & Parrs Bank Ltd. (1920) 36 T.L.R. 
195, a customer known to be the managing director and secretary of a limited company 
paid into his private account cheques drawn by the company in favour of one of its 
creditors. The bank made no enquiry and were adjudged negligent. Again, in 
Carpenters Company v. British Mutual Banking Co., Ltd. [1938] 1 K.B., 511, a fraudulent 
employee misappropriated the funds of the company, obtaining cheques properly drawn 
in favour of creditors of the company and paid them into his account with the bank. 
Special circumstances applied in this case because the bank was both collecting and 
paying the same cheques, but for our present purpose it is sufficient to note that the 
Court had no difficulty in deciding that the bank did not act w'ithoiit negligence and 
could not therefore secure the protection of Section 82. 

Summary of the care ?ieccssary 7vhen Collecting Limited (hmipanv Cheques 

for the sake of emphasis and for case of reference, the following practical rules can 
be drawn from the foregoing discussion. 

1. Ho not collect a cheque payable to a limited company for the account of any 
director, official or employee of the payee company without searching enquiry, 
preferably obtaining independently from the company a confirmation of the 
explanation afforded by the presenter. 

2. Do not collect a cheque payable to a limited company for the account of any 
third parly without proper enquiry, the extent of w^hich must depend upon the 
circumstances of the case. Particular care will be necessary w hen the customer 
is short of funds or some remote connection wath the payee company is suspected. 

3. Do not collect walhout stringent enquiry a cheque drawn by a limited company 
payable to a third party and apparently endorsed by the payee, for the ju'ivate 
account of a director or employee of the company which drew the cheque. 

4. Treat with care all cheques drawn by limited companies w'hich arc presented 
for collection for an account other than that of the named payee, but there is 
no prima facie case for enquiry in the absence of any known relationship directly 
or indirectly existing between the customer pircscnting the cheque and the drawer 
thereof. 

The Risks of Negligence 7vith Partnership Cheques 

Similar principles apply when collecting cheques drawn in favour of a firm or drawn 
by a firm in favour of third parties, but certain distinctions merit special mention. 

It is clearly unw'isc to accept for the private account of a partner cheques made 
payable to his firm w ithout enquiry, and, if need be, reference to another partner for 
confirmation of the transaction. Whilst, unlike a limited company, a firm has no legal 



248 


EDUCATIONAL SECTION — ^BANKER AND CUSTOMER 


entity, the interests of the co-partners naturally have to be safeguarded, and it is difficult 
to envisage upon what grounds a partner would be entitled in the ordinary course of 
business to the proceeds of a cheque in favour of his firm. Absencejof enquiry would 
certainly vitiate the statutory protection. In like manner, cheques drawn by the firm 
in favour of third parties cannot be accepted for the private account of a partner without 
adequate enquiry. The obvious relationship between the drawer and the presenter 
demands that care be exercised by the collecting banker. 

Difficulty may arise where a partner pays in to his private account a cheque which 
he has drawn on the account of his firm. Much will depend upon the surrounding 
circumstances, but in the absence of other factors which constitute a warning to the 
banker, there would appear to be no need for enquiry. The most blatant case for 
confirmation would be where the partner drew a cheque on the firm account payable 
to himself and applied it in reduction of his unsatisfactory private overdral't. If pressure 
by the bank for reduction on the account of the partner is shortly followed by the pro- 
duction of such a cheque, the need for prudent enquiry is clear. On the other hand, 
when dealing with a cheque of reasonable amount drawn by, and payable to, a partner 
of satisfactory standing, there is no cause for suspicion. After all, the partner may be 
drawing his share of the partnership profits, his commission due from the firm, or perhaps 
collecting repayment of a loan due to him from the firm. 'Fhc safety' of this view is 
upheld by Backhouse v. Charlton (1878) 8 C'h. D. 444, but the necessity for enquiry is 
not thereby automatically removed because the surrounding circumstances should alw ays 
be reviewed. 

Sole Traders — Cheques in the Birni Name 

Particular care may be necessary when a customer requests the banker to collect 
for his private account a checpie made payable to a trade name. For example, customer 
M. presents for the credit of his account a cheque drawn in favour of Acme Trading 
Company and, in response to the immediate enquiry of the banker, M. states that he 
is trading in that name as sole proprietor of the business. To what extent is it incumbent 
upon the banker to verily such information ? In the normal way the bank should be 
fully aware of the trading activities of its customer and the sudden introduction of a 
strange trade name would give grounds for enquiry. It will be recalled that in Guardians 
of St. John., Hampstead v. Barclays Bank Ltd. (1923) 39 T.L.R.’229, an account w'as 
opened for a new' customer w ho described himself as D. Stewart and assured the bank 
that he w-as trading in the name of D. Stewart d: (Company. No attempt was made 
to verify the position and such failure by the bank was one of the counts upon which 
it was adjudged negligent. 

The best course if local enquiries arc unsatisfactory is to ask the customer to produce 
his certificate of registration under the Registration of Business Names Act, 1916, as 
evidence that he is in fact trading as sole proprietor of the giv^en business. Granted 
that anyone can register as proprietor of any name upon payment of the prescribed fee, 
but the precautionary action of the bank may suffice to prove that it acted without 
negligence. Such prudence certainly protected the bank in Smith & Baldwin v. Barclays 
Bank Ltd. [(1944) reported in the Journal of the Institute of Bankers., Vol. 65 at page 171]. 
Briefly, Mr. Arthur Smith and Mr. William B. Baldwin traded together as partners in 
a printing firm known as the Argus Press, and they later admitted to the partnership 
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in somewhat informal manner a Mr. Bray, who, alas, was entrusted with the book-keeping 
of the business. In the course of two years, Bray converted five cheques totalling 
lU. 4c/., each of which was made payable to the Argus Press, by paying them 
into his private account at Barclays Bank instead of crediting them to the firm’s account 
at Westminster Bank. The bank, however, had made proper enquiries and.it was 
decided that they amply discharged the burden of proving that they had acted without 
negligence. In 1941 the manager of Barclays Bank — and 1 think this shows the 
vigilance that at all events at that time he was exercising ” (Stable, J.) — noticed the cheques 
in favour of the Argus Press being paid into the account and raised enquiry to which 
Bray replied that he had acquired the business from Smith and Baldwin. The following 
day he produced for inspection the certificate under the Business Names Act, which 
evidenced that on July 8, 1940, Mr. Bray had registered the Argus Press as a business 
of which he was the sole proprietor. This certificate had been in existence some months 
prior to the receipt of the cheques by the bank for collection and the manager was thereby 
satisfied that Bray had bought the business and was the registered owner of it. “ 'fhe 
plain fiict of the matter was that there was his rmstomer who, as Mr. xMaxwell (^the bank 
manager) believed and as the fact vras, was registered as the Argus Press. He was 
the only person in the wide world who was registered as the proprietor of the Argus Press 
(Smith and Baldwin had not registered the business themselves) and what more natural 
that into his account cheques made payable to that business should be paid,” anti so 
the bank succeeded in its defence. 

It follows from this experience that, always providing there are no other untoward 
features demanding deeper enquiry, inspection of the certificate under the Registration 
of Business Names Act of 1916 is a sensible precaution which may well protect the 
collecting banker if in fact the customer is not the proprietor of the business and converts 
the proceeds of cheques belonging to the true owner of it. 

Cheques Payable to a Customer in an Official or Fiduciary Capacity 

Where a cheque is drawn payable to anyone in an official capacity, it clearly cannot 
be accepted for the private account of the payee. For example, a cheque in favour of 
“ The Treasurer of Mudtown Gala ” cannot usually be credited to the private account 
of X., even though he may be known to be the treasurer. On the other hand, if X. is 
of undoubted standing and the local Gala is a reasonably small alfair, he may not wish 
to open a separate account for the treasurership and ihc bank may have to follow his 
wishes. More obvious examples occur with cheques made payable to “ Y. 'Fhe ("olicctor 
of Taxes ” or “ Z., Borough Treasurer,” or “ A., executor of B,” or The Trustees 
of C.” In all these cases the cheques are clearly intended for the public or trust account 
on which the named payee may perhaps operate, and the banker would collect them 
for any private account at peril. No need for enquiry, however, arises w'hcre cheques 
drawn in favour of such type of customer bear no reference to his official position or 
fiduciary capacity. 

The practical dangers inherent in dealing with such cheques can be illustrated by 
reference to Ross v. London County^ Westminster Paris Bank Ltd. [1919] 1 K.B. 678, 
where de Volpi, a quartermaster employed in the Estates Office, set up by the Overseas 
Military Forces of Canada to collect the estates of their soldiers killed in the war, converted 
thirty- two cheques worth /;3,900 over a period of ten months. His method was relatively 
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simple. In 1916 he opened a private account with the bank in Heme Hill into which 
from May, 1917, to April, 1918, he paid the cheques he had stolen from his office. Each 
cheque w’as drawn in favour of “ The Officer in Charge, Estates Office, Canadian Overseas 
Military Forces ” and duly endorsed on behalf of the payee. The Paymaster-General 
sued the bank for conversion and it was decided that, as the cheques were drawn payable 
to a public official, the bank was placed upon enquiry and, in failing to enquire, it had not 
acted without negligence. In evidence the bank manager admitted that he considered 
it his duly lo enquire before accepting for a private account a cheque payable to a public 
official, but he endeavoured to excuse the failure to raise enquiry with de Volpi on the 
grounds that the branch stall' changed frequently during the war period and the cheques 
were not brought to his notice. 

'I'hc following extract from the judgment of Bailhache, J., provides a salutary 
warning to all members of every branch staff, and the need always to be alert when 
receiving any third parly cheques for collection does not require further emphasis in 
this series of articles. 

“ 1 recognise that the same degree of intelligence and care cannot be looked for in 
a cashier as in an official higher in authority, such as a manager, and I am told that 
during the period in question the cashiers and clerks at these branches were being con- 
stantly changed, and that some of them could not have had very long experience of their 
work. 1 must, however, attribute to the cashiers and clerks of the defendants the 
degree of intelligence and care ordinarily required of persons in their position to fit 
them for the discharge of their duties . . . Each of the cheques in question was drawn 
payable to “ Tlie Officer in C'harge, Estates Office, Canadian Overseas Military b'orccs,” 
and was endorsed by that officer under the same description. Each cheque bore upon 
its face the fact that it was payable to the officer of a public department and not to a 
private person, and the endorsement on each cheque showed that it was being negotiated 
by that officer. It is not in accordance with the ordinary course of business that a 
cheque so drawm and endorsed should be used for the purpose of paying the debt of a 
private individual. It was highly improbable that the officer in charge of the Estates 
Office wxmld hand to de Volpi cheques in this form with the intention that the latter 
should pay them into his private account. It therefore seems to me that when de Volpi 
presented these cheques wath a view- to having them credited to his private account a 
cashier of ordinary intelligence and experience should have been put on inquiry whether 
or not the credit ought to be made,” 

AgMs Signmg Per Pro their Principals 

To complete the risks to the collecting banker in cases of th^s kind, it is necessary 
to explore the extent of care needed when asked to collect a cheque for a customer who 
has obviously drawn it as an agent for a disclosed principal, or endorsed the cheque 
on behalf of a principal named as payee. Do the words “ per pro ” alone give cause for 
enquiry ? 

According to Section 25 of the Bills of Exchange Act, a signature by procuration 
operates as notice that the agent has but a limited authority to sign, and the principal 
is only bound by such signature if the agent in so signing was acting within the actual 
limits of his authority. Nowadays such notice of limited authority on the face of a 
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cheque cannot in itself demand enquiry, because all business units and corporations 
from local authorities, limited companies, down to partnerships and sole traders, 
necessarily have to delegate to agents powers to sign and endorse cheques on their behalf. 
Clearly there must be surrounding circumstances which place the collecting banker 
upon enquiry. The per pro signature, whether it be that of a drawer or endorser of 
the cheque, indicates limited authority, but the question must be whether the attendant 
circumstances suggest that the agent may be abusing that authority for his own benefit. 
In general, such cases arc parallel to tliose discussed last month but, for the sake of 
emphasis, they merit discussion under this separate heading, and before reaching a 
practical conclusion, it is helpful to explore actual examples which have been before 
the Courts. 

In xMorison v. London County & Wesminster Bank [1914] 3 K.B. 356, Abbot, a 
clerk and later manager to an insurance broker had authority to sign per pro his employer. 
He fraudulently both drew cheques payable to himself and endorsed cheques per pro 
Alorison and paid them into his private account with Westminster Bank, who were 
later charged with conversion of the proceeds, and pleaded Section S2 in delcnce. It 
was decided that the bank had been negligent. The per pro signatures evidencing 
limited authority had to be linked w'itlt the other tacts ot die case. Abbot was known 
to be the manager of the draw'cr or payee of the cheques and the bank was placed upon 
enquiry, but in fact no enquiries were made. In the low^er Court Lord Coleridge held 
that Section 25 had to be read together with Section 82. “ In tact, a signature ‘ per pro ’ 

w-as notice that the person so signing professed to act under an aulltoriiy ot some principal 
and imposed upon the collecting banker the duty of ascertaining that the party so signing 
was acting within the terms of such authority. It the delendants, the collecting bank, 
made no enquiries or inadequate enquiries, and it the agent had exceeded the limits 
of his authority, the defendants look the risk, and must suffer tor their temerity.” Upon 
Appeal, however, it was decided that Section 25 had no bearing on Section 82. 
‘‘ When a bill or cheque so signed in excess of authority has been honoured, Section 25 
does not confer a right to recover the proceeds. If such a right exists in the particular 
case, it must be found elsewhere. Nevertlielcss, the fact that tlie signature to tnc 
cheques is made per procurationem and is not the signature ot the principal, is not 
to be entirely disregarded. In my opinion, w^hen considering w’hether the bank has 
acted without negligence, it is to be borne in mind with other tacts and circumstances. 
Lord Reading, L.C.J. 

At tliis stage, therefore, the opinion was that Section 25 and Section 82 w’cre 
independent. Section 25 applied to rights and liabilities whilst a cheque or bill w^as 
current, but Section 82 applied after it had been discharged. I his attitude was, however, 
altered by the decision of the House of Lords in Midland Bank Ltd. v. Reckiit & Ors. 
[1933] A.C'. 1, which now demands attention. 

In 1915, Sir Harold Reckitt authorised his solicitor, Lord Terrington, practising 
as H. J. S. Woodhousc & Co., to draw cheques on his banking account at Barclays 
Bank, Hull. The power of attorney was renewed from time to time ; it was wide in 
its terms and included a ratification clause whereby the principal agreed to ratify and 
confirm whatsoever the attorney did, or purported to do, by virtue of the power. 
Lord Terrington banked with Midland Bank Ltd. at their Cornhill Branch, where his 
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firm had maintained their account since 1899. He kept two accounts in the name 
of the firm, of which he was sole proprietor. No. 1 Account was used for private 
transactions and usually overdrawn, whilst No. 2 Account was for the business and 
generally in credit. The bank from 1922 onwards wxrc uneasy about the accounts, 
doubting their right to set-off the business account against the overdrawn private account, 
and pressing I.ord Terrington to correct the position, liarly in 1922 he drew a cheque 
on Barclays Bank for 1,400 on the account of Sir Harold Reckitt, signing it in the 
form “ Harold G. Reckitt by 'I’crrington, his attorney,” and paid it into his account 
at Midland Bank. In similar manner, eighteen months later he drew a cheque for £3,000 
and applied it in reduction of his net overdraft. In subsequent years, Lord Terrington 
adopted the same procedure with thirteen other cheques and in all defrauded his 
principal of £17,890. All the cheques except two were crossed and marked “ not 
negotiable,” and on most of the occasions the account was overdrawn and there had been 
pressure from the bank. vSir Harold Reckitt sued the bank for damages for negligence 
and conversion and the bank, denying negligence, relied on Section 82 of the Act, 
pleading also that Sir Harold was estopped from recovering because he had granted the 
power of attorney, and had failed to object to the drawing of the cheques. 

In the lower C'ourt tlie bank succeeded, Rowlait, J. deciding that as Lord Terrington 
could draw cheques without restriction he had power to draw’ them in favour of himself 
and to pay them into his account, and that the abuse of such power lay in the purpose 
for which he had usetl it. 'fhe bank were therefore under no responsibility in the 
absence of knowledge or notice of that abuse. Sir Harold appealed and the decision 
was reversed on the grounds that the bank, knowing of the power ol' attorney, could 
not deal with cheques drawn under it where they were fixed with notice or know4edgc 
that the cheques were being used for unauthorised and fraudulent purposes. The 
bank then appealed to the 1 louse of 1 .ords, but they w ere there held to have been negligent 
in not enquiring concerning the drawing of the cheques, the nature of which with the 
surrounding circumstances put them on notice that their customer had no right to the 
money, 'fhe position was explained fully by Lord Atkin in the following w'ords. 

“ The only question, therefore, is whetlier the bank have established that they 
received payment in good faith and without negligence, and ,so brought themselves 
within Section 82 of the Bills of hLxchange Act, 1882. Their good faith is not challenged. 
The issue therefore is confined to negligence, and the onus of proving the absence of 
negligence is plainly cast upon the bank. But for tlie section they arc liable for 
conversion, and it is for them to bring themselves within the statutory protection. 
My Lords, it appears to me, W’hen the facts are examined, that this case dilfers not in 
principle from Reckirt v. Barnett^ Pembroke ami Slater ([1929] 176), where Lord 

Terrington drew^ a cheque as attorney on Sir Harold Reckitt’s account in payment 
of a motor car supplied to himself. It was held that the vendors were liable to 
Sir Harold for the amount of the cheque. Lord ("arson shortly states the conclusion 
of all the members of the House when he says : ‘ It is clear (1) that the cheque w^as 
used to liquidate the private debt of Lord Terrington, (2) that the defendants knew 
it was so used, and (3) that the form of the cheque gave them notice that the money 
was not the money of Lord Terrington, In that state of circumstances there is no 
evidence or any possible inference which can be drawn that the agent was applying 
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his principal’s money in discharge of any possible liability of his principal.’ Precisely 
the same state of things exists here. I.ord Tcrringion was applying these cheques 
in part payment of his overdraft — i.c., of money lent to him by the bank. I'he bank 
knew that he was doing so ; indeed, it was at their repeated request that he made the 
payments. I'hey had the same notice in tlte form of the cheque that the money was 
not the money of Lord 'Lerrington. 'Lhcre is in tlic same way no evidence and no 
possible inference that he was applying this money in discharge of any possible liability 
of his principal. It seems to me clear that in an omission of an ordinary business 
precaution, in breach of a plain duty imposed upon a creditor to take reasonable care 
to see that a known agent paying his own debt to his creditor out of his principal’s money 
is acting within his autliority, the bank were negligent in making no inquiry as to their 
customer’s authority to make tliesc payments. 1 doubt whether he could have satislied 
such inquiries however superficially made. Even if lie had answered the first inquiry, 
the mere fact that the bank showed themselves to be on their guard wouKl probably 
have stopped tlic frauds. But, be this as it may, no inquiry in fact was made, and the 
bank fail to show that they acted without negligence. 'Fhe Ibrm of the cheque, as has 
been pointed out, necessarily points to the money being Sir Harold Reckitt’s money. 
But to make the matter clearer. Section 25 of the Bills of Exchange Act, 1882, expressly 
provides that ‘ A signature by procuration operates as notice that the agent has but a 
limited authority to sign, and the principal is only bound by such signature it' the agent 
in so signing was acting within the actual limits of his autliority.’ It seems to be suggested 
in the judgment of Lord Reading, in Morison’s Case that the operation of this 

section was limited to the time before the instrument was honoured, but that after a 
bill so signed in excess of authority has been honoured Section 25 did not confer a right 
to recover the proceeds. If the words us«d meant to mark olF a definite period within 
which alone the section atfects legal rights, 1 see no ground for such a distinction, 'fhe 
cfiect of the statute is to give notice of limited authority on the face of the document, 
and this operates as and when the document is negotiated or delivered. The legal 
consequence of such notice may be to prevent the holder who obtains payment from 
supporting his right to have received payment, d'he case oi' RLvkiif v. Barnet Pnnbrnkc 
and Slater Ltd. is a good instance. 'I'he rights in respect of a bill after payment are 
no doubt matters of special consideration ; but whether before or after payment, the 
fact that the bill contains on the fitce of it notice of limited authority to place on it the 
particular signature continues to be a fact alfccting pro tanto the rights of the parties 
both before and after payment. What effect, if any, such notice has on an intermediate 
holder for value it is unnecessary to discuss.” 

Practical Conclusion 

From this it is evident that a mere “ per pro ” signature alone does not place the 
collecting banker upon enquiry, but where it is accompanied by otlicr suspicious 
circumstances surrounding the collection of the cheque, the need for enquiry is patent. 
The facts of the Reckitt Case can often be repealed directly or indirectly in practice 
and the need for care is by now quite obvious. Unfortunately, old established customers 
believed to be of unquestionable integrity may be involved, and the banker is naturally 
hesitant to raise enquiry which might damage the connection. It is difficult to lay 
down stringent rules as the facts of each case have to be weighed in the balance ana the 
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opposing risks considered according to the parties involved. If there is nothing wrong, 
a reasonable customer will not usually object to a tactful enquiry, but suspicions will 
be strengthened if a customer adopts a militant attitude decrying the action of the 
bank in querying the matter. It will not help the banker to imitate the ostrich. The 
per pro signature has to be treated with care where accompanying circumstances place 
the bank upon enquiry. Basically, the practical principles are the same as those applied 
to the collection of cheques for the private account of an employee or director of a 
limited company or of a partner or authorised olliccr of a firm when the customer has 
drawn or endorsed the cheque on behalf of his employers. Within the same category 
arc conversions by an executor, administrator or trustee employing estate monies to 
reduce his private indebtedness. 


Account Payee Crosshigs 

The next practical example of possible negligence within the meaning of Section 82 
arises from the interpretation of the words ‘‘ account payee ” atided to the crossing of 
a cheque presented for collection. Drawers of cheques are often urged by tlteir 
creditors to-day to cross their cheques “ account payee ” before sending them in settlement 
of tlicir debts. I'hcsc magic words have no statutory support whatsoever and are in 
no manner authorised by the Bills of Exchange Act. Legally, they do not prevent 
the transfer of the cheque to a third I'^arty (National Bank v. Silke [1891] I Q.B. 435) 
and do not destroy the otherwise negotiable character of the instrument. If the words 
arc inserted by the drawer, he strictly issues an ambiguous order, which firstly instructs 
the drawee bank to make payment to the given payee or to his order and then attempts 
to countermand the instruction by restricting payment to the account of the payee only. 
The paying banker can therefore disregard the direction, but the collecting banker 
ignores the order at his peril. It is well established that the words “ account payee ” 
arc addressed to the collecting banker and signify the account for which the proceeds 
of the cheque are to be collected. To receive the proceeds of a cheque so crossed 
for an account other than that of the named payee without obtaining a satisfactory 
reply to detailed enquiry^, would unquestionably be adjudged negligence within Section 82. 
The position is anomalous but has to be accepted. By virtue of past decisions, a drawer 
or even a subsequent holder of a cheque may issue these instructions to a collecting 
banker, despite the fact that there may be no legal relationship whatsoever between 
the collecting bank and the party inserting the words “ Account payee.” 

'rhe significance of the words account payee ” were first recognised as long ago 
as 1852 in Bellamy v. Alarjoribanks (1852) 7 Ex. 389, and since then several cases have 
established beyond doubt the responsibility of a banker collecting the proceeds of a 
cheque so marked. In Akrokerri (Atlantic) Alines Ltd. v. Economic Bank ^1904] 2 K.B. 
465, such an addition to a crossing was looked upon as a direction to the collecting bank 
as to how the proceeds of the cheque were to be dealt with after receipt, and in Bevan v. 
National Bank Ltd. (1906) 23 T.L.R. 65, Channell, J., considered that it would be 
negligence to accept a cheque marked “ account payee ” for any account other than 
that of the named payee. In this latter case, however, the bank succeeded in their 
defence because adequate enquiry^ had been made. The cheques crossed “ account 
payee ” were payable to Malcolm Wade & Co. and collected for the private account 
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of a customer named Malcolm Wade. The bank were held not to have been negligent 
because in the circumstances it was reasonable for them to accept the assurance of 
Wade that he was trading in the name of Malcolm Wade & Co. Actually, he was 
merely the manager of that lirm. 

Again, in Mon son v. London County & Westminster Bank (ante), although the point 
was not material, the following extract from the judgment of Lord Reading, L.CJ., 
brings out the eftcct of this addition to a crossing. “ 'I’lie words ‘ account payee ’ are 
to be found on the crossed cheques made payable to Abbott or bearer, or Abbott or 
order . . . The words ‘ account payee ’ are a direction to the banker collecting payment 
that the proceeds when collected are to be applied to the credit of the account of the payee 
designated on the face of the cheque.” 

Finally, the position is established b\" the case of House Property Co. of London 
Ltd. and Ors. v. The London County Tf Westminster Bank Ltd. (1915) 51 T.L.R. 479, 
where a solicitor acting for a trust fraudulently called in a mortgage and thus t)btained 
from the Property Company a cheque for £800, which was drawn payable to the named 
trustees “ or bearer ” and marked “ account payee.” The solicitor paid the cheque 
into his owm account at the St. Mary Axe branch of VC'estminster Bank, where there 
was no account of the trustees. In defending the action for conversion brought against 
them by the drawers and true owners of the cheque, the bank pleaded that they had 
acted without negligence and, if the crossing had any effect, they had collected the 
proceeds for the holder of a bearer cheque who w^as therefore the payee. It was 
decided that the bank had been negligent in collecting the cheque without enquiry and 
Rowlatt, J., summarily dismissed the bank’s contention that in collecting for the account 
of the bearer they had collected for the payee, “ d'hat was a shallow^ argument, as 
“ payee ” did not mean the owner of the cheque at the time it was presented, but the 
name written across the face of the cheque — in this case F. S. Hanson & others,” 

Practical ('onclusion 

From the above legal survey can be drawn the simple conclusive practical rule 
that w'hcrc a bank is asked to collect the proceeds of a cheque for someone other than the 
named payee it must first scrutinise the face of the cheque to see w'heiher the words 
“ account payee ” have been inserted thereon by any prior party. If they do appear 
then the cheque should not be collected for the third party customer, unless his standing 
in undoubted and a satisfactory explanation is furnished. In making enquiry, due 
regard must, of course, be paid to all the surrounding circumstances, particularly 
the possible connection between the customer presenting the cheque for collection and 
the payee or draw er of it. 

Collecting an “ Account Payee ” Cheque for Another Bank 

To complete the survey of the “ account payee ” problem, a distinction must be 
drawn where one bank collects for the account of another bank. For example, an 
“ account payee ” cheque may be paid into the Post Office Savings Bank and the Post 
Office will then pass the cheque to a clearing bank for collection. In such event, there 
is no responsibility resting on the agent collecting banker to sec that the cheque was 
applied to the account of the named payee. The collecting banker relies on the standing 
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of the bank or kindred customer for whose account the cheque is collected, and the 
onus of enquiry is upon the bank which originally receives the cheque direct from its 
own customer for collection. 

This principle was established in Importers Co. Ltd. v. Westminster Bank Ltd. [1927] 
2 K.B. 297, where cheques drawn on the National Provincial Bank by Importers Co. Ltd. 
in favour of German payees, from whom they had bought goods, were stolen by their 
German agent named Schultzc. The cheques were crossed and marked “ account 
payee only.” Schultze, instead of forwarding them as instructed to the payees, forged 
the endorsements and applied the cheques to the credit of his private account at the 
Oscar Heilmann Bank in Dresden. This bank then endorsed the cheques to the order 
of its agent, Westminster Bank, to whom they were sent for collection, and Westminster 
Bank duly credited the proceeds to the account of the Oscar Heilmann Bank in its 
books. When the frauds were discovered, action was brought against Westminster Bank 
to recover ;£ 1,905. 15.s\ Ih/., being the total amount of a number of the cheques, and 
the bank pleaded Section 82 in defence, contending that the words ‘‘ account payee 
only ” were not a direction to them collecting as agents of the Oscar Heilmann Bank. 

Mackinnon, J., held that there was nothing to arouse the suspicion of Westminster 
Bank and it was protected by Section 82. 'Phis decision was affirmed by the Court 
of Appeal, who also rejected the contention of Importers Co. T.td. that, as it was impossible 
for the bank to know the account which had been credited with the “ account payee ” 
cheques, they undertook such business at their own risk. Without such a reasonable 
interpretation of the banker’s duty when collecting “ account payee ” cheques for 
another bank, it would in fact be impossible to carry out the most extensive agency 
functions which clearing banks undertake daily for foreign banks and for innumerable 
home savings banks, etc., who arc not members of the Clearing House. It follows 
that when Smalltown Bank accepts an “ account payee ” cheque payable to Z for the 
credit of its customer, X, and has, of necessity, to employ Soutlutown Bank to collect 
the proceeds I'rom the drawee bank, then Southtown Bank will not be negligent, within 
the meaning of Section 82, in collecting the cheque for the account of Smalltown Bank, 
and cannot be responsible to the true owner. 


Divided Knotcledgc 

This survey to date has emphasised the vital importance when collecting a third 
party cheque of considering the relationship existing between the customer applying 
the cheque to his account and the named payee or the drawer thereof. Many examples 
have been cited of conversion by employees or agents of the payee and of the drawer. 
To assess the position, all the relevant facts have to be known to the collecting bank, 
but it often happens that the knowledge can be divided between the branch receiving 
the cheque for collection and the branch wffiere the account of the customer is maintained. 
These risks were brought out in Lloyds Bank v. E. B. Savory [1933] A.C. 201, which 
was discussed at length in pages 492 495 of our May issue and now demand consideration 
under a separate heading. Suppose that X is a customer of Southtown branch of the 
Z Bank, who know that he is employed as the cashier of Acme Trading Company, a 
firm of woolbrokers. X steals from his employers a crossed cheque for £60 drawn in 
their favour and goes to Northtown Branch of Z Bank, where he pays the cheque in for 
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the credit of his account at Southtown Bank. He endorses the cheque as proprietor 
of Acme Trading Company and, in response to the enquiry raised by the bank cashier 
in Northtown, he readily conlirms that he is the sole proprietor of this business. If 
the cheque is then sent through the clearing by Northtown Branch for collection and 
Southtown Branch merely receive a credit for X which gives no details of the cheque, 
the fraud can be perpetrated without fear of immediate disclosure, tuid the Z Bank 
will undoubtedly be adjudged negligent and thereby lose the protection of Section 82 
when action for damages is brought by the true owner. On the one hand, Southtown 
Branch arc unaware that their customer had applied to his account a clicque payable 
to his employers. On the other hand, Northtown Branch accepted the cheque in ' 
blissful ignorance that X was in fact merely the cashier jf Acme Trading ( AMupany. 
This simple example brings home the risks of divided knowledge between branches of 
the same bank. Such deficiencies in the branch credit system were discussed at length 
in the Savory (]asc, and it will be seen from the following extract from the judgment of 
Scrutton, L.J., in the (knirt of Appeal that the Court did not consider the practical 
difficulties of marrying such information between branches provided any excuse. 

... “it is obviously desirable that the manager or cashier concerned with the 
customer’s account should look at a cheque paid in, to see who is the draw^er and who is 
the payee, and at the paying-in slip to sec who pays the cheque in. He ought not to 
confine himself to the amount for which the cheque is drawn. 

“ T'he difficulty in llie present case arises from the way in which the banks work 
a system, in itself unobjectionable and commercially useful. One branch of the bank 
would, of course, not cash a cheque drawn by a customer who has his account at another 
branch without further enquiry. 'I'he former branch has not the inrorniation as to 
the customer’s signature or the state of his account which would enable it safely to do 
so. But for many years a branch, which 1 call ‘ the receiving branch,' has received 
a cheque for account of a customer who has an account at another branch., which I call 
‘ the customer’s branch ’ . . . 'i'hc practice by which the receiving branch sends the 
cheque direct to the Clearing House instead of remitting it to the cusaimer’s branch, 
is obviously of commercial convenience as saving delay, and does not involve risk, as 
the customer’s branch will not allow the customer to draw against it till that branch 
hears ot'it and hears that it has been cleared. But unless the customer's branch knows 
the drawer, payee, and person paying in the cheque, there is nothing to put that branch 
on enquir}', and protection to the true owner is destroyed. In such a case knowledge 
is divided, so as to become useless. The receiving branch may kjiow the drawer and 
payee of the cheque, and who presents it, but has no information as to the status of the 
employee or the name of his employer ; the customer’s branch only" knows the amount 
of the cheque and to whose account it is to he credited, but not the drawer or payee. 
Rut Lloyds, and apparently other banks, carry out the very' legitimate systeui of receiving 
at one branch a cheque for ib.e credit of the customer at another branch in a way which 
does distribute the inlbrmation and defeats the protection against risk. 'I'hey cause 
the person paying in at the receiving branch to sign a paying-in slip which contains 
the name of tlic customer and the branch at which he banks, the amount of the cheque, 
and the name of the person paying in, and they send this slip to the customer’s branch ; 
they do not tell the customer’s branch the drawer or payee of the cheque. T’hc customer’s 
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branch has therefore no opportunity of using its knowledge of the customer or his 
employer. The receiving bank, I gather, would make enquiry if the payee was a company 
or firm other than the customer, but has no other knowledge that would put it on enquiry. 
The bank suggests that it would take too much time to pass on the extra information. 
Pickford, J., said in Crumplm v. London Joint Stock Bank ((1913) 30 T.L.R., 99, 101) ; 

‘ It was no defence for a bank to say that they were so busy and had such a small staff 
that they could not make enquiries. If they could not make enquiries when necessary, 
they must take the consequences.’ The same remark applies to passing on necessary 
information to the customer’s branch. But I do not understand the bank’s difficulties. 
In one of the branches in question the bank received 4,000 cheques a day, of which 
80 to 100 were for transmission to other branches, 2 to 2.1 per cent, of the total cheques. 
In the case of each of these 100 cheques they do in fact send on the paying-in slip, which 
they require the payer-in to fill up, to the customer’s branch. They have only to alter 
the form of the paying-in slip so as to require the person paying in the cheque to insert 
in that slip the name of the drawer and payee, and the necessary information is given 
to the customer’s branch without any additional trouble to the receiving branch. The 
bank say that they perhaps cannot read the drawer’s signature, but in the form suggested 
the payer-in would have to read it. If he could not, it would be very suspicious. The 
bank relied on a long-established practice of bankers not to give this information. 

I attach no importance against the bank to the fact that we were told they are now 
considering whether they should alter the system. Prudent alterations to avoid damage 
after it has happened arc not necessarily evidence of negligence before the damage has 
occurred, but I agree with I.ord Tomlin’s remark in Bank of Montreal v. Dominion 
Gresham Guarantee & Casualty Co, ([19301 A.C. 659, 666) : ‘ Neglect of duty docs not 
cease by repetition to be neglect of duty.’ 

“ It is not necessary to go in great detail into the facts as to ihe accounts of Perkins 
and Mrs. Smith respectively, for the Judge finds, and counsel for the bank agree, that if 
the customer’s branch in each case, Perkins and Smith, had had all the information 
that the receiving branch hael to add to its own information, its manager would have 
been put on enquir)’', and the fraud would have been discovered. The division of 
information prevented the discovery.” 

Similar views were expressed by the colleagues of Scrutton, I,.J., and when the appeal 
of the bank was discussed by the I louse of Lords, d o combat such risks most banks 
then introduced a system whereby the branch accepting the cheques advises the branch 
receiving the credit of the names of the drawers and payees of cheques received for 
collection. The extent of these precautions probably differs between the banks. It 
is knovm that one bank has introduced a special ty^pe of credit slip which calls for the 
names of tlie drawers and of the payees of evcty cheque paid in fc c the credit of another 
branch or agent. Other banks perhaps limit the advice to information concerning 
third party cheques only and some may, in the interests of speed and labour-saving, 
further limit the system to third party cheques of material size. A complete system to 
convey all the essential information concerning every cheque to the branch with the 
customer’s account eliminates the risk of omission, but entails relatively heavy work 
for the safety thereby obtained. If a cheque is prima facie payable to the party whose 
account is to be credited, there can be little risk of conversion. It is the third party 
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cheque which demands care and, if branches can be relied upon to pick out such items 
when accepting credits and furnish the necessary' details to the customer’s branch, the 
possibility of negligence by reason ol divided knowledge is removed. Aioreover, in 
these inflationary days a bank may perhaps be content to accept the risk with smaller 
cheques and for practical reasons establish a prudent minimum figure for the amount 
of cheques, the details of which are to be sent forward with the credit. Whatever the 
system may be, the practical risk of divided knowledge when collecting cheques in the 
branch credit system is now apparent. 


(Our review' of the practical examples of negligence under Section 82 will be c\>iicludcd 
next month.) 


The Lending Banker 

Balance Sheets 

{Continued) 

The Gone C'oncern Approach 

If the banker is satisfied from a general survey of the balance sheet that the current 
financial position of the potential borrower is reasonably sound in relation to requirements, 
the next step may be to make a much more detailed analysis of the position, using what 
is know'll as the break-up or gone concern technique. Whether all the tests outlined 
in this and subsequent articles arc employed in every case will usually depend upon 
tlie relative importance, or perhaps marginal nature, of the advance and the practice 
of the particular bank, but all the major features have been included to present as complete 
a practical picture as possible. Even though a bank may not pursue the analysis to the 
point of actually estimating the final risk, many of the principles to be discussed will 
inevitably be applied to a survey of the assets disclosed in the balance sheet. What 
follows must not, therefore, be regarded as an inelastic hidebound method to be employed 
in full regardless of the circumstances of any particular proposal. It is a description 
of the detailed tests available for adoption as the need arises. I'hey are complementary 
to the going concern basis and, at best, furnish a supplementary guide to the bank to 
assist in reaching the correct decision. 

Basic Principles 

This final approach is made on the assumption that the current financial position 
is strong enough to warrant granting the advance, but with the appreciation based on 
long experience that, through circumstances which cannot be foreseen, the borrow'cr 
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might fail at some indefinite and relatively remote future date. If the going concern 
approach to the balance sheet reveals the risk of failure within a short period, no advance 
will be granted or steps will be taken to curtail or recover any existing indebtedness. 
The prospect will be apparent at a glance from the balance sheet figures. On the 
other hand, the strongest financial positions can be irrevocably damaged by serious 
trading reverses, over-optimism, bad management, unexpected competition, changes 
in fashion, new inventions or even a general trade depression. What would be the 
position of the bank if any such unexpected development arose after the advance had 
been taken ? The only safe test is to attempt to estimate the position on the worst 
possible basis, which must be the bankruptcy or liquidation of tlte borrower. In such 
event, however remote or unlikely it may appear to be at the time when the advance 
proposal is under consideration, the assets remaining would have to be sold by the 
agents of the trustee or liquidator under the hammer, in the worst possible conditions, 
to produce cash. After covering all the costs of winding-up, the proceeds of such forced 
realisation would then be distributed to meet the claims of the secured and preferential 
creditors, and lastly, if enough remained, to pay a dividend to the unsecured creditors, 
'rhe object of the approach, therefore, is to estimate what dividend would be payable 
to the bank and other unsecured creditors in tlie event of the failure of the borrower 
in the remote future, and the method is first to assess the forced sale value of the assets 
according to the likely market available for them, and tlien lo decide how the total cash 
proceeds would be distributed between the various creditors according to their respective 
rights. 

It must here be emphasised that there can be no rule of thumb or standardised table 
of percentages applying to every case. Each balance sheet is an entirely separate problem 
demanding independent assessment of tlte assets according to their age, type and market- 
ability, all of which vary with the nature of the business of the borrower. Bearing this 
warning in mind, the general points to be considered when assessing the forced sale 
value of typical assets can now be discussed with reference to the balance sheet of 
X.Y.Z. Ltd. (please see page 502 of our May, 1954, issue). With imagination, the 
reader can apply the principles to the assets shown in tltis balance sheet and estimate a 
break-up value for each of them, so tracing step by step diis means of estimating risk. 
At the same time, otlicr features of relative interest to tlte banker will be brought out 
concerning such typical assets. 


(iOODWILL 

This intangible asset which so often appears in a balance sheet can never have a precise 
value. Cioodwill was defined as long ago as 1810 as tlie probability that old customers 
will resort to the old place.” In fact it is the value attached to the reputation and 
connection of any business and in this respect is a very valuable asset. It is perhaps 
primarily upon the admitted value of tltis asset that lending bankers regularly grant 
extensive facilities, but this docs not mean that a large balance sheet figure for goodwill 
is a welcome feature. It is an asset to be sensed from experience of the customer rather 
than seen in the balance sheet, and little, if an}^ value can be attached to it from the 
break-up standpoint. No mention of such an asset appears in the balance sheets of 
our joint stock banks today, but obviously they must enjoy immense goodwill, constituting 
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in effect a secret reserve. The balance sheets of many well known public companies 
likewise ignore goodwill as an asset or include it at a quite nominal value. 

Goodwill, particularly in the case of a private trader, professional man, or a partner- 
ship, may originate from the personal reputation and influence of the owner or partners, 
or it may be built up on the quality of the goods sold or manufactured, or created by the 
situation of the business, enjoying perhaps local monopoly, or by judicious advertising — 
(My goodness, my Guinness !). Sometimes such goodwill is valued and capitalised. 
I'hc cost of an advertising campaign may be partly charged to a goodwill account, or 
when a new partner is admitted to a Ann the shares of the existing partners may be 
increased by the creation of goodwill which it is estimated they have built up before the 
new partner joins them. Frequently in the case of a linLied company incorporated 
to acquire an existing business, goodwill represents the ditfcrencc between the price 
paid for the business and the actual estimated value of the net assets. 'I'liis excess 
price so paid is debited to goodwill and should bear a direct relation to the super profits 
of the business, being the profits remaining after all expenses, including reasonable 
remuneration for management, and the payment of' the market yield on capital employed 
in a similar type of business. 

Whatever may be tlic origin of any goodwill appearing in a balance sheet, the fact 
remains that it cannot have any value if the business fails. Successive bad years must 
reduce the goodwill and when the crash occurs it will be worthless, it follows that I'or 
break-up purposes tlie value of goodw'ill can be ignored. 

This asset is normally disclosed in a separate item in every balance sheet and, in 
tlic case of a limited company, it must be set out under a separate heading. According 
to clause 8 (1) {h) of the 8tli Schedule to the Companies Act, 1948, if the amount of 
goodwill or pan thereof is showm as a separate item in, or is otherwise ascertainable tVoni 
the books of the company, or from any contract for the sale or purchase of any property 
to be acquired by the company, or from any documents in tlic possession oi’thc company 
relating to the stamp duty payable in respect of any such contract, or the conveyance 
of any such property, the said amount so shown or ascertained so lar as not wrilten-ofl 
shall be shown under a separate heading. Precisely tlic same rules apply to any patents 
and trademarks comprised in the assets of a limited company. 

Paien i's and Trade.marks 

The value of any patents and trademarks arc likew ise depcn».lcnl upon the continued 
success of the business and can therefore best be ignored by the prudent bank lender. 
It would certainly be diflicult to And a buyer for a patent when iJie concern ow'ning it 
had failed. I'hc goods produced under the patent were j^robably unmarketable and 
no one else is likely to wish to manufacture them. Fxceptions can, of course, arise 
where the failure results from bad management or lack ol' capital. Incidentally, a 
patent is granted for a period of sixteen years so that in any event its value is reducing 
year by year, and depreciation should be wTitlcn-olf accordingly, 'i'hc registration of 
a trademark is also for sixteen years, but it may be renewed w’iihout undue dil Acuity. 

(To date no cash has been realised for the global fund of the imaginary liquidator 
or trustee, but next month an analysis of typical Axed assets may produce more tangible 
results.) 
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Vahie^ Capital and Rent. By Knut Wickski.l. With a Foreword by Professor 

Ci. I.. S. Shackle, 'rnnislated by S. H. Frowhin. Full Bibliography by Arne 

Amundsen. (London ; Allen <Sc Unw^in, 1954. Pp. 180. I85.) 

'rriis book, the first major work of the Sw'cdish economist, Knut Wicksell, was 
published in German in 1893. Within the next ihirlccn years there were published at 
short intervals four more of his books in either the Swedish or German languages, d'hc 
last two were made available to Fmglish readers as Lectures on Political Pxononiy (General 
Theory y Vol. I and Motley^ Vol. II) in 1934, and an earlier one was translated into English 
as Interest and Prices in 1936. Now at long last, we have at our disposal, in Mr. S. H. 
Frowein’s most readable and accurate translation, Wicksell’s earliest work. This English 
edition gains by the inclusion of a complete bibliography of Wicksell’s published works 
by Mr. Arne Amundsen and that of a very useful index. 

Valuc^ Capital and Rent is a genuinely brilliant exposition of price and capital 
theory. In it Wicksell, after brietly evaluating the classical and especially the Ricardian 
theory of value, traces subsequent developments which culminated in the “ marginalist 
revolution ”, initiated iiulcpendently by Alenger in Austria, Jevons in England, and 
Walras in wSwitzerlnnd in the early eighteen-seventies. This modern, marginal utility 
approach to the theory of value was accompanied by the application of a novel, namely, 
mathematical technique, to problems of economics, lured on by the frequently false 
use of these new tools, Vficksell set out to present the main features of the marginal 
theory of value in the most easily understandable mathematical form. 

In his hands the twin as]K'cLs of value, that is the phenomena of exchange and the 
phenomena of production receh ed their most rigorous treatment. Elegantly he demon- 
strated that economic gaiTi is maximisc(.l by exchange when the ratio of the marginal 
utilities of two commodities is the same for both parlies to the exchange. However, the 
Walrasian supposition that economic production could be regarded as nothing else but an 
exchange between commodities and the productive services of land, labour, and capital, 
proved to be mistaken, according to Wicksell, because of the faulty intcrpreialion of the 
concept of capital. 

It is at this point that Wickhelfs theoretical power comes into full play. He 
substitutes Btihm-Ba work’s more modern capital concept for that of Walras ; he accepts 
two of the three grounds upon whicli Bdhm -Bawerk bases his “ discount of the future ”, 
but he accepts them for the explanation of capital formation only. By introducing the 
assumption of a stationary economy, Wicksell can ignore the aspjct of capital formation 
and can directly proceed to a marginal productivity explanation of interest. 

However, like Bdhm-Bawerk, he conceives of the true role of capital in production 
as merely an advance of “ means of subsistence ” to workers and to owners of land too, 
if the landed property is rented by the capitalist, 'fhesc means of subsistence make 
possible the adoption of longer, but more fruitful, processes of production. In this 
way time ” that is the “ length of the period of production ” is for the first time intro- 
duced into economics a.: an independent source, a determinant, of economic equilibrium. 
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The “ means of subsistence ” advanced by capitalists simply equals the total stock 
of economic wealth. But how is that possible when there obviously must also be 
“ produced means of production ” ? The answer is that the stream of the me;ms of 
subsistence flows continuously and if all the ongoinrj numerous processes in' production 
arc not at the same productive stage at the same time, but rather are staggered according 
to the degree of “ ripeness ” of their products, then the means of subsistence of the 
whole period arc at any pomt of lime in part already being consumcil — with intermediate 
products, raw materials imd machinery ready to take their i^lace — and in p.\rc yet to be 
produced. In this case it is possible to say that the subsistence fund of the ]'‘criod equals 
the stock of all the then existing goods and this stock needs to be sufhcieni for enly one-halt 
of the period of production. 

I'hus the establishment of a relationship between the three data, i.c., the subsistence 
fund, the available quantities of land and of labour services proceeds through the link 
with the period of production. The length which the peritul of production assumes 
depends first on the (objective) magnitudes of the three data and second on the (subjective) 
choice of the capitalist-entrepreneurs, which in turn is orientated towards the largest 
possible profit. Objective and subjective forces combine to form a harmonious whole 
and to determine absolutely and relative to one another the length of !:’.c period of 
production, the rate of interest, wages and rent. Bohm-Bawerk, not b.ing tamihar 
with mathematical technique, was able to present a solution only tor wages .aid interest, 
but Wickscll succeeded in carrying through a fidl generalisation ot the theory end he 
could claim with justice to have “ for the first lime exactly staled the tlieorelical dcler- 
minaiion of w'agcs, rent and cajutal interest ”. 

It is difficult to do justice to the high calibre of analysis contained in this groat 
book, though easy to perceive its importance. It is in the thoughtful lorew'ord by 
Professor Cf. I.. S. Shackle to this iinglish edition that the reader wall lind a concise 
account of the relation of Wickselfs other w^orks to this one as well as a tine appreciation 
of the impact of NX ickscIfs contribution to economic theory in the light ot the rapid 
advancement of thought iluring the first part of the twentictli ceniury. 

Leeds Ujiivcrsity. II- III Id. .1 ANN 


Brin'sh Public Piuanccs. By Ursula K. Hicks. (London : Oxford Uni^ ersity Press, 

1954. Pp. 225. Gs.) 

Th]*;ki- is hardly ever a time in the history of a nation w'hcn its public hnanccs arc 
unimportant- True, their significance changes wadi ihe years, i here arc n.i-ions to-day 
(Or example, Saudi Arabia) wdiich, in this present century, liaxe passed ilirough the 
stage of relying hardly at all upon the central monies of the State for tlicir ^:evelopmcnt, 
to a situation in which practically the whole progress of the economy depc as upon the 
revenues rccei\'ed by tJic (fovernment. 'Phese are special cases ; normally, as for example 
in some African countries, ilic move from a sclt'-supporling peasantry in irirul groupings 
to a fully-fledged nation with public revenues and expenditure has taken many years, 
and in a large number of cases is as yet incomplete. 

Left to itself, the tribe can do little by way of making rapid economic s: rides, for ils^ 
total resources w’ill not generally buy for its members more than the bare necessities ot 
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life. Politically tliis may not be disadvantageous. There are still patriarchal practices 
which have much to commend them. The tribe tends to isolate itself where food, 
clothing and shelter can be found and enjoyed — however primitive these things may be. 
One who, through bad luck, is indigent, will find the tribal chief ordering the more 
successful hunter or trader, to assist him. Reliance upon such practices is social security 
in embryo, and ideologies from the outside world mean nothing to such primitive minds ; 
they do not need any other communism than that they already enjoy. 

However, until he joins with the larger groupings of his fellows, the member of a 
tribe can hope for little progress. Witliout a share of a “ national ” income he cannot 
hope to procure the benefits such as, for example, those which medical science has made 
possible. Gradually the State evolves, and from this point, State expenditure and State 
revenues. 

Modern States have tlicir roots in the amalgamation of many tribes, and if the 
members of the tribes lose some of their social security in the earlier stages of this 
metamorphosis, they gain in economic possibilities. The larger groups are able to expand 
their total oinput, and the national product enlarges. Some part of the product is set 
aside by the governing body for its defence, its policing, its health, education and so on. 
Finally, in the course of time, the cycle is complete, and the State once more turns its 
attention to the social security of its inhabitants. A less personal, but possibly more 
generous, patriarch emerges, for by this time w^ants arc no longer primitive but complex. 

In some respects, the recent book by Ursula K. Hicks, British Public Finances — Their 
Structure am! Development 1880-1952, published in the Home University Idbrary 
series at six shillings, is the explanation and the story ol* a small part of such a change. 
In 1880 Britain was, of course, well out of the primitive stage. Income tax w^as over 60 
years old. By 1910 it was progressive in incidence, and remains so to-day. What 
Mrs. Hicks has to say is therefore nothing by way of a history of our countty^’s emergence 
from the primitive, hut the more sophisticated story of how, in a modern state, ideas of 
obtaining and spending revenue have evolved. Furthermore, since in Victorian days 
the public liiiancc of the country tvas but a tenth of the national income, and is now 
nearer 40 per cent., Mrs. Hicks attempts, with much success, to show' what significance 
this has for the country’s economy as a whole, and, (of particular value for banking 
readers) wlxat ellect it has had upon the control of credit. 

Seventy years ago when licr story opens die controllers of the public finance of this 
country saw- their duties in simple terms. 1 o raise revenues that would suffice to cover 
projected expenditures was the first requirement, and then, perhaps to save a little out 
of the revenues to pay off' debts incurred in the past. Cjcnerally diis elementary “ house- 
keeping ” was acceptable to die people. It was easy to understand, and besides, each 
year saw' a growiJi in die population figures, in the national income, and in the tax yield, 
so that the surplus to be saved seemed to spring naturally from what, to modern ideas, 
was a low rate of taxation all round. And taxes ought to be kept as low' as possible, so as 
not to impede private business. There w'as never any idea that budgetary deficits and 
surpluses might be manipulated to foster economic change. Financial accounts were 
merely accounts of receipts and payments, and the State did not intervene in business 
(widi the exception of the Post Office) so that no careful distinction between spending 
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on current account as against capital expenditure was thought requisite. We suffer 
from this to-day, for we arc still without that meticulous piece of accounting for capital 
and income in a clear form such as the Swedish people enjoy. 

Out of the depression in the 1930’s the art of budgeting for economic control has 
developed. Mrs. Hicks docs justice to this change in as adequate a measure as is possible 
in a short work of this kind. Many banking students will be grateful, too, for her short 
critique of the Dalton “ cheap money ” policy — this is one of the easiest of her 
explanations. For the book m\\ not be easy reading for all. To those taking the Institute 
Diploma examination, and already having passed tlie Kconomics test, it should, however, 
be most suitable. 


Balance Sheets and the Lendin}^ Banker. By J. H. ('lkmens, A.C.I.S., A.I.H. Second 

Fdition. — Revised and Fnlarged. (London: Furopa I'ublicaiions, 1954. Pp. 271. 

205 .) 

I'liE present second edition of this work (and interim printings of the firrit edition) 
confirm that practical bankers have found in its pages just that measure of help and 
guidance which the author sought to give. We need not at this stage go over the 
merits of the argumentation employed in the text — that has been done already. Wiih 
the second edition, liowwcr, there are notewj)rthy additions which to our mind add 
considerably to the usefulness of the book. P’or example, there arc specimen sets of 
accounts in the Appendix which enable the siiulcnt as well as the praciising lending 
banker to appreciate the univetsality of fundamental truths in lending. More attention 
has been given (with advantage) to over-trading, and space taken to deal cxj\msivdy 
with consolidated accoimis. We can recommend Mr. Clemens’s book with every 
confidence. 


Bssciys on Banking and Finance. (Bombay : The Fxonomic WV'ckly, June, 1954.J 

In honour of Mr. II. C. MacCoIl, who has just retired from the Cdiariercd Bank oi 
India, Australia and C'hina, and in recognition of his (diairrnanship for 12 years ol the 
Bombay Fxchangc Banks’ Association, a collection of Fssays on Banking and Finance has 
been issued as a supplement to the Bombay Fcononiic U' lc/c/v, Jnnc\ 1954. It was a 
graceful compliment, and in the event, an effective one. Tlic lourteen essays comprise 
contributions from Indian, Dutch, Australian, Japanese, Italian, (German, Swedish, 
and (one) English waiters. As might be expected, the more attractive subjects dealt 
with arc those concerning indigenous banking, but had we the space there is much we 
would dilate in all the writings. Many of our readers may not have had an earlier chance 
to contemplate the Over lamn ” Frohletn in Japan — the high ratio ot bank loans to 
deposits in that country. A brief survey ot The Capital Market in Scandinavia (which 
in this context is held to include Finland) demonstrates clearly the effect of Government 
intervention as a large borrower, and the need which has arisen for industry to finance 
itself by ploughing back profits in the four Northern countries. An essay from 
Amsterdam informs the reader that The Disappearance of the Premium on the Free Gold 
Markets can be traced to the nervousness following Russian sales of gold. The President 



266 


BANKING APPOINTMIiNTS, BTC. 


of the Italian Bankers’ Association finds that Italy eliminated one factor of economic 
instability when she abolished “ mixed banking,” and then goes on to show how, arising 
from the unfreezing of bank asbcis conbc<^ucnL upon this step, tins affected the 
Commercial and Industrial (Jredit in Italy. 

The lidiior sought to speed the parting Mr. MacColl with a salute of fourteen guns 
from his friends. If, as distant spectators, the reporis have not a uniformity of tone, or 
the flaslics an equality of brilliance, we f«nd the ceremony, taken as a whole, impressive. 


The Directory of Directors 1954. (London : Thomas Skinner & Co., 1954. Pp. 816. 

£2. 5s. Qd.). 

'Puis Directory has reached its 75th anniversary and the 1954 edition now contains 
apiuoximately 35,000 names. It is no light task to keep track of the changes made 
inevitable by the formation of new public companies (and some important private 
companies), by deaths, and by retirements. All the leading personalities in industry, 
commerce and finance are to be found in the pages of tltis Directory, and reference is 
made easy by a convenient tliumb-indexing in alphabetical order. 
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Norwich District: L.II.O. 

Head (Mticc, Incoi.ie 'fax 
Dcparimeiit. 

Head Ollice, Iiispcciivui 
J^epartmeni. 

Herne Hill . . . . 

Kini;:sron-on-'rhames . 
Kingsti>n Hill 
W’imbledvni C Common 
Heiitleet .... 

Ikwdley . . . . 

Hinsdey .... 

Bishop's (.'astle . 

Hrigg 

C'revve, Nantwicli Road 
RingsLM idge .... 

Lincoln 

1 .ynim 

Patricn'*!! .... 

Southampton, Shirley and 
T'oilon. 

Whitchurch, Salop 


B.\nk Li.Miii.:") 

Tdie lUm, Cj. W. iT. L'awnay, a Local Director at Pete rb< 'rough, to 
be also a Local Director. 

Mr. W. G. Hugnetl, Inmi t hiel Ollke, tn be Manager of Birmini;hani 
Branch. Mr. S. W. Andrieiix, from Birmingham Uraiich, to 
be Manager ot Brighton Branch. 

Mr. I'. O. Saiulers to he an Inspector. 

Air. B. Ruddlesdeu, from Southwark, U)’be Alan igcr. 

Mr. (t. G. Williams, from Hill Road, Wimbledon, to be Manager. 
Mr. (L A. Shejihard, from i eddington, to be Alanager. 

Air. L. j, L\ C'oopcr, from W'indsor, to be Manager. 

Air. J. li. Bdwards, from 2-1, High StrccL, Soulhend-on-S a, to be 
Alanager. 

Air. W. A. l^ethcridge to be Alanager. 

Air. I!. Gaincti, from Leeds, Vicar Lane, to be Alanager. 

Air. R. ti. 1 lainar, from C'.hurch Sirciioii,' to be Alanager. 

Air. W. A. Haynes, fnmi Bury .Sr. Hvlmnnds, to be Alanager. 

Mr. F. G. Burgess, from Lymm, to be Alanager. 

Air. 11. G. .Stone, from PijTOpton, to be Alanager. 

Air. A. J. VC'alsgn.>ve, from Brigg, to be Manag-^r. 

Air. R. r. Cheshire, from Bowncss-on-Windennere, to be Alanager. 
Air. A. Grccnhalgh, from Alanchester, Royal Exchange, to be 
Manager. 

Air. R. T‘. CZIark, from Commercial Road, Portsmouth, m be Manager. 
Air. CL F. R. Willi.s, fnmi Bishop’s C'asile, to be Manager. 


Scpi ember ^ 1054 
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Bournemouth, Old Christ- 
church Rtiad. 

Bradford, 10, Market Street 
T.ecds, Vicar Lane 


Air. J. B. eJoddard to be Assistant Manager. 

Air. H. H. 'Foinh, irom 69, Market Street, Bradford, to be Assistant 

Manager. 

Air. li. Al. Hill, Iroin NWilsali, u> be Assist.un 


Barclays Bank (^D^mimon, Col('niai. ano 0\iksi as\ — Mr. A. A. Pen/iiorn to be a 
General Alanagcr in South Afriea resident in Cape '1 \vvmi, wiili elfeet from Oet.'ber 1, 1934. 


I'nii (hiARTiRii) B.\nk ui- Iniha, Australia .ano China. -Mr. j. 1.. Milne has relinquished 
the oflice of Deputy (diainnan ; lie will, lunvever, remain a member of tIr Court of DiixRlors. 
Sir Jt'hn Tail has been elected Deputy C .liairnian in s.iu cession ti' Mr. .Milne. 


Dis'irrt Bank l.iAtiTM) 

Heaton Chapel . . . Mr. Cedric Richaids to be Maniger. 


Lloyus Bank Li Minn 


Alajor General Sir Robert H. La\eoek, K.C'.M.C.., ('.Ik, D.S.O., who has been appointed 
Governor and Commander- in-( '.hie t. Alalia, has resigned tisMn the Hoard and Irom the Bank’s 
Ncweasile-upon-l'yne and Pall Alall (amArniitccs. 

Head Othce : Advance Air. K. Ik I lomby to be an Assistant ( '.hief Ci>iurolIer. Air. P. R. 

Department. Kelly to be a C'.onin>ller, Mr. J. M. Cooke, from IVekham, 

S.li., and xMr. D. H. Pliuisoll, frt>m ('.hester, to be Assistant 
(aniirollcrs. 


Chief Inspector’s Depart- Air. 1^. Hellawcll, from Brighouse, Mr. B. ('. Hempsoed, from 
ment. Borough Road, Burtoii-t)n-'rreul, Mr. B. Al. Ik James, from 

llcnlciW', Bristol, and Mr. J. H. Jones, from Advance Depari- 
meiU, Head Oflice, to bo Inspet L<>ts. Mr. Ik V'. R. tiiles, 
from Regent Street, \Xk, has been appointed for Special W'oik 
under the General Managers. 


Overseas Deparnnem, 
L.C. 

District Olliec, Devon and 
Cornwall. 

Ashiiigton .... 
Brighouse .... 
t'ambrivlge .... 
( 'anterbui y .... 
Chest er-le-Street . 

Craven Arms 

Dagenham .... 
Hadleigh .... 
Hebburn .... 
Alansfield .... 
All 11 Road, Cambridge 
Aloiiniouth .... 
Old Hill . . . . 

Plymouth .... 
Regent Street, W. 

Shirley, Bimiingham • 
Somerton .... 
Wotion-undcr-Pdgc . 


Air. L. J. CoAVilery To be a New York Representative together with 
Air. Ik J. Stanley. 

Air. D. A. J. Choates, iiom Cambridge, to b.e District Alanager’s 
Assistant. 

Air. \Xk Ck Robinson, litim Hebburn, H' lie xManager. 

Air. (t. xM. Spencer, from Keighley, to bi! Alanagcr. 

Mr. Al. W. Ramsay, Al C., of the In^pcLtion xNiaff, to be Suii-Alanager. 
Mr. bk G. Crews, of the Iiispeelion Stiiff, to be Sub-xManager. 
xMr. W. Heixdersim, fnmi Ashingion, to he Manager. 

Mr. Ik O. Phillips, from I udlow', to be .Manager. 

.Mr. '1'. Naylor Lv> be xManager. 

Air. VC'. I,. Ambrose to I e xManager. 

xMr. Ik (k W’clsh, from (4topweli, to be xManager. 

xMr. R. Kings, from i'lerby, to he .Man ig.er. 

xVlr. G. xMawer, from High VC'>*.omb<., lo be Alanagcr. 

xMr. H. R. G. Shardlow, from Craven xArms, to be Alanuger. 

xMr. II. II. (k BiekeriiMi, of (4Id Hill, to be Alanagcr. 

Mr. I. S. Luscombe, of the liupection SiatV, to be Sub-Manager. 
Air. D. Ci. Ik xMurray, from 'l eddinglon, to be Sub-Alanager. 

Mr. H. J. Winniiigloii, iioiii Kidderminster, to be xManager. 
iSir. Ik W. Orlcdge, from Sturminster Newton, to be Manager. 

Air. W. R. b'ewings, fnnn King’s T.ynn, to be Alantiger. 
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Head Office. 

Idvcrpool District Office . 
Manchester District Office . 


Midland District Office 


Nortfi Hastern District 
Office. 

Douglas (Isle ol' Man) 

Liverpool City Office . 

London, 16 18, Hrompion 
Road, S.W.l. 
Manchester Cfity Office 
Aland tester, St. Ami’s 
Square. 

Ncwcastlc-upon-' T yne C a ty 
Office. 

Portsmouth .... 
Rock Perry .... 
Ulvcrston .... 


Martins Bank I.imiti-d 

Mr. D. O. Alaxwcll, .Manchester District General Manager, has been 
appointed a Joint General Manager of the Bank at Head Office. 

Mr. W, Wcaihcrill, from Newcastle-upon-Tyne City Office, to be 
Liverpool Assistant District Aianager. 

Mr. R. 'Fongc to be Alanchester District General Manager. Mr. C. 
Whitcley, from IJverpool, to be Manchester Assistant District 
Aianager. 

Mr. N. N. Jobling, from North Kastern District Office, to be Midland 
District General Manager. iMr. J. A. Naisbitt, from Birming- 
ham, has been pronv'tcd to a new position styled District General 
Aianager (Special Duties). 

Air. L. J. Walton, from Liverpool City Office, to be North Eastern 
Assistant District iManagcr. 

Mr. A. E.. C Abstain to be Aianager. Air. J. E. Crowe to be Assistant 
Aianager. 

Mr. I. Buchanan, from St. Anns Square, Mandicstcr, to be Sub- 
Alnnager. 

Mr. R. Gilbert, from Portsmouth, to he Aianager. 

Air. A. (rreir to be Assist.int .Manager. 

Mr. W. E. Lcthani to be Sub-Alanagcr. 

Air. Cl. vS. Robinstm, from Stockton-tin- Fees, to be Sub-Alanagcr. 

Air. 'I'. W. Hedges, from Sr. Ilelicr, CM., to be Aianager. 

Mr. R. li. C'oslain to be Aianager. 

Air. 'F. R. Ion, from Barrow-in- P’urncss, to be Al.anagcr. 


I lead Ofiice .... 
lAUidon : Alill Hill 
London : Minories 
Birnfingham : New Street. 
Birmingham : Bennetts 
Hill. 

Binningham : T'emple Row 
(".ovcniry . . . . 

Hoddesdon . . . . 

Irthlingborough . 

I.OLigluon .... 
Alaryport .... 
'Fhoniaby-on-'Fees 
Waltham Abbey . 


Alioi.ANt) Bank Llmitcd 

Mr. '^F. C'. Ifinittell, of C'ovcnrry, to be a Superintendent of Branches. 
Mr. (i. Siniiar, c^f VC’illesdeii Green, to he Aianager. 
i\lr. J. C. Wolleii, of Idcctra Ht)use, to be Manager. 
x\lr. J. W. C.loke to be .Assistant Manager. 

Mr. H. Reed, of 'I empic Row, Birmingham, to be Manager. 

Air. li. C. Bird, of New .Street, Birmingham, be Aianager. 

Air. P. A. Finder to be Assistant Manager. 

Mr, Al, j. Pickering to be Manager. 

Air. R. \X\ Kirk to be Aianager. 

Air. B. \X\ A. Poxen, of Waltham Abbey, to be Manager. 

Air. II. PresUtn, Southport, to be xManager. 

Mr. D. xMowforih to be Aianager. 

Mr. E. Higginson, of Hoddesdon, to be Alaiuigcr. 


AIidlano Bank E.xhcuroR and Fru.stf.k^Co. Ltd. 

Income Tax Department . Mr. G. Whillans to be Aianager. Mr. H, W. J. (^wen to be Assistant 

Aianager. 


T'hf National Bank Limi itd. — The Rt. Hon. Lord Pakenham of Cowley, P.C., has been 
co-opted to a seat on the Board of The Natitmal Bank Limited, and as from September 1, 1954, 
has been appointed Deputy Chairman of the Bank. 


September^ 1954 
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National Provincial Bank Limited 
Mr. Edward Raymond Courage lo be a Director. 

I'rustec Department . Mr. C. J. Morgan, from Trustee Department, Legal Section, to be 

Senior Solicitor. 


Devizes 

Egham 

High Wycombe . 

I lolyhcad .... 
tiornsca .... 
Llangefni .... 
Plymouth .... 

Parley 

l?.eading .... 
Ringwood .... 
Infirmary Road, Shcllield . 
Shrewsbury .... 

Silsden 

Staines 

Towyn 

To be I nspectors of Branches 


Mr. R. J. Farrant, from Deal, to be Manager. 

Air. F. C. C'reasor, from Aylesbury, to be iWanagcr. 

Air. C. II. Wood, from Grimsby Docks, to be Alanager. 

Mr. W. Jones, from Towyn, to be Manager. 

Mr. K. W. George to be Alanager. 

Air. 'r. Gwens, from Rhyl, to be Alanager. 

Air. G. A. Blakey, from T'orquay, to be Manager. 

Air. A. R. D. Bell, from High Wycombe, to be Manager. 

Air. N. D. Inkin, from Ringwood, to be Manager. 

Air. J. Ai. Hartley, from Devizes, be Manager. 

Air. W. Horner, from Southampton, to be Aianagcr. 

Air. W. A. H. Garland, from Llangefni, to be Manager. 

Air. S. Firth, from South Shields, to be Manager. 

Air. A. G. CA)lvcr, frtnn Fghaiu, to be Manager. 

Air. D. L. jtmes, I'rom Aberystwyth, to be Alanager. 

Air. J. N. (airric and Air. V. B. Clark, iVoin Inspectimi Depaiimeni. 


Ri>YAL B.VNK Ol* S( AVI LAND 

Elgin Air. William j. t.lark to be associated with Air. J. Alcisaac, as 

joint Miinager. 


T'iih Union Bank oe Scotland Limited 
Chambers Street, Edinburgh Air. Henry 'I'homson Clibson to be Manager. 

Waterloo Place, Edinburgh Air. Stuart Alexamler MacdonaKl, from ('hamlK-rs Street, F, din- 

burgh, to be Manager. 


Bath 

Doncaster .... 
Ebury Street 

Grays and Tilbury Docks . 
Hampstead . . . . 

Iron Gale, Derby 
Newton Abbot 
Tunbridge W'ells, Mtmnt 
Ephraim and South- 
borough. 

Wiveliscoinbe 


W'lstmtnsteh Bank I.iMirt-.D 
Air. 1). ('. 1). ElIcrKMi, frtnn Hampstead, lo be Manager. 
Air. S. H. Hosworrh, fro.ni Doncaster, lo be Manager. 

Mr. L. T'. G. Gay, Iroin I lanover Square, lo be Alanager. 
Air. S. G. Mayliew, from T ilbury Docks, to be Alanager. 
Air. S, W. b'arr, from CTapliam, to he Manager. 

Air. E. N. Gray to be Joint Alanager. 

Air. D. R. Kenyon, ln>m T\>rquay, tt) be Alanager. 

Air. L., C. Brown, from Souiliampion, to he Alanager. 


Air. R. R, Hannam to be Alanager. 


4 ^ 

New Branches, etc. 

Austkai.ia and NT w /i aland Ba.nk Li.mi li IJ — At dd, ^le^^e Street, t;>ueesis^li1f, Vietori i. 

Lloyds Bank I.i.NMiin. — At b'errylield Airpoit (sub New Ib)inney.. ;\:ierulanie lt>r seven 
days a week from 8 a. in. till 7 p.m. — T iie r-'SMl adiln->s of ;he I’ciigani, Moii., hraiiUt is ia»w 
31), High Street, Fleur-de-Lis, IVngani, Mtni. 

xMartins Bank Li.Min i). — At 16 18, Hnanpinn SAX'.l. 

The National B.ank oe Austkai asia 1 .im! ied.- -.A t Bl.icklmni and Numinkah, Victoria; at 
lavcrpool Street, wSydney, New South Wales; and i receiving oilieesj ai W'esi Heiilelbeig, 
St. Kilda Junction and Manitbld Heights, Victoria; IftTlaml P.irk, Queensland ; Cjlcnorie 
and Rvdalmcre, New South Wales; and Ongeruo, Western Australia. Branches have been 
established at Burleigh Heads, Queensland ; and Alo^maa l^uk, Western Australia (formerly 
receiving olliees;. 

National Bank of India Limited. — At Bukoba, Timganyika. 

WESTMINSTER Bank Limifed. — A t CJrays. 



BANKING SERVICE . . . 

With Rratwhes in Great Britain and throughout 
Ireland and agents and correspondents in all parts of 
the world The ISutiotud Bank ajf'anls a unique banking 
service. In addituui to the usual facilities available to a 
ctistomer there fire specially organized departments for 
Income Tax and Executor and Trustee business. The 
Agency of Dominion^ (Colonial anti Foreign Banks is 
undertaken by the Bank. 

THE 

NATIONAL BANK 

LIMITED 

IIKAI) OFFICE: 13-17 OLD BROAD STREIVr, LONDON. E.C .2 
DUBLIN— CHIEF OFFICE: - 34 \ 3.'). COLLEGIs GREEN 
BEI.FAST— ClIJEl-’ OFFICE: - r>2-()8, HIGH STREET 


THE NATIONAL UNION OF BANK EMPLOYEES 

Founded in 191S. as the Bank Ofliceis’ Cluild, The 
National Union of ikink liinployeeshasa niembei shii) 
of over 37,()0(j. 

'I he objects of the Union arc to secure the coni- 
pleie oiganisalion of inernlx'rs of the iVlaiiai^inEj, 

Clerical and full-time Non-C'lcrical Staffs of all lianks 
in the Unite<l Rinydom in order to establish, improve, 
maintain and protect their conditions of service, both 
individual and collective; to maintain the hii?hest 
pos.silile standard (T seivicc given by its members to 
the public and the Banking Industry, and by such 
Industry to the coinnuinity. 

lUndqumtcis : : : : 2 ^^, Old Queen Street, Wc.stininstcr. SAV.i 
Ciiv CentTg : I, Wnrnford Couit, 'l'hroi.,'inorton Stieer, 1 ondon, E.C.2 

Hirrriirifiharn Oj^ice : Unit\ Oianibers, i62, tVirporation Street, Girrranitham 
SfwtHih Ollicf: : : : : 70, Wellington Street. Olai^gow, C .2 

THE NATIONAL UNION OF BANK EMPLOYEES 
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Monetary Review 

C ONDITIONS in Lombard Street were again reversed last month. Whereas 
credit had become satree during July, and was decidedly short at the end of that 
month, supplies increased after the August Bank Holiday, with :m excess of funds 
on some days, aliliough there was evidently no otheial selling of bills to absorb the 
surplus. During the second week of August the position tightened up for a time, the 
discount market needing considerable oflicial assistance, which was mostly given in- 
directly through purchases of bills from the banks. Conditions soon cased again, with 
little official help required as a rule, and overnight loans against bonds, wffiich had ' 
commanded 1.^ per cent, during the spasm of stringency, were obtainable down to 
1 per cent, at times during the second half of the month. 


July 22, 1954 
Aug. 21. 1954 


Floating 

Market Rates — Bonk Bilh 

Rank 

1 Date of laat 

Money 

o 

o 

Three 

Alontha 

% 

Four 

Months 

o 

o 

Six 

Months 

O' 

/O 

Kate 

O' 

/O 

Alteration 

\ 

li-H 

u? 

1.^ 


3 

1 May n, 195 J, 

n-n 

u 

U-llA 

L' 

3 


Movement 


} h 


A general adjustment of bill rates followed the rise in the average allotment rate for 
Treasury bills at the tender on August 13. The discount houses’ rates for buying twn, 
three and four months’ commercial bills were raised fractionally, reversing the downw^artl 
movement of the previous month and restoring them approximately to the levels of two 
months ago. The banks’ rate for taking October and November Treasury bills from 
the discount market, which had previously been 1 per cent., was raised to 1 I’J; , but as 
credit was plentiful at that time, resistance to this figure was shown. Rales finally 
settled at the lower rate for Octobers and the higher for Nov^embers. 

'i’hc volume of 'rrcasury bills offered at the weekly tenders was increased, and the 
declining totiil of applications indicated a slackening of demand from quarters outside 
the discount market, 'fhe discount houses thus obtained a larger quota, the proportion 
of their allotment to their applications rising from 34 per cent, late in July to 50 per cent, 
by the middle of August. At tlie tender on August 13, however, they reduced their 
tender price, and repealed the process a week later, raising the average allotment rate 
by nearly j’,; per cent, in three weeks. 

Several considerations appear to have influenced the discount houses in lowering 
their tender price, one of the most important, of course, being tlic larger volume of bills 
on offer. Moreover, the market, which w'as short of bills at the beginning of the month 
owing to the poor allotments it obtained in July, had restored the position at the middle 
of August by the better quotas obtained. Contributory factors in the knver bid for the 
bills w'ere the slight wx‘akcning of sterling against the dollar in the exchange market — 
which is largely a seasonal movement — ^and the decidedly firmer tendency of United 
States Treasury’^ bill rates, which have at least a sentimental effect in London. 

Although the size of the weekly tenders increased, the new' bills conformed closely to 
maturities. Indeed, the Treasury repaid a small amount of tender Treasury^ bills as a 
result of the month’s operations. 
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TREASURY BILLS 





(OOO’s omitted) 





(OOO’s omitted) 



Date 

♦Bills 

Bills 

Average Rate 

Date 

♦Bills 

Hills 

Average Rate 



Oflcred 

Applied for 

/'o 



Offered 

Applied for 


0- 

1954 

L 

L 

S. 

d. 

1954 

L 

L 

s. 

d. 

Jan. 

1 

250,000 

316,625 

42 

8-29 

Alay 7 

. 240,000 

405,615 

40 

10-84 


8 

230,000 

319,340 

42 

7-90 

„ 14 

. 260,000 

391,695 

34 

1-75 


15 

220,000t 

335,490 

42 

7-72 

„ 21 

. 270,000 

400,655 

34 

3-24 


22 

210,000 

343,815 

41 

11-78 

„ 27 

270,000 

426,825 

34 

3 33 


29 

220,000 

381,975 

41 

11 04 

June 4 

270,000t 

414,325 

32 

11 61 

Pcb. 

5 

220,000 

386,430 

41 

3 68 

« 11 

. 260,000t 

418,325 

32 

3 56 


12 

. 230,000 

369,925 

41 

4-04 

„ 18 

260,000t 

400,440 

31 

7-57 

SI 

19 

. 240,000 

398,900 

41 

3,56 

„ 25 

. 260,000 

426,015 

32 

1-48 


26 

. 250,000 

400,765 

41 

3-37 

July 2 

. 270,000 

383,955 

32 

341 

Alar. 

5 

. 270,000 

412,905 

41 

3-83 

» 9 

. 270,000+ 

396,195 

31 

3 09 

11 

12 

. 270,000 

414,560 

42 

2-61 

„ 16 

. 240,000 

433,145 

31 

2-27 

11 

19 

. 260,000 

365,575 

42 

3-64 

« 23 

. 230,000 

423,055 

31 

2-52 

11 

26 

. 270,000 

405,205 

42 

3 62 

„ 30 

. 240,000 

414,220 

31 

2-8 

Apr. 

2 

. 270,000 

399,040 

42 

4 01 

Aug. 6 

. 240,000 

397,585 

31 

3 09 


9 

. 270,000 

392,195 

42 

4 05 

» 13 

. 250,000 

387,485 

31 

1056 

11 

15 

. 230,000 

417,175 

41 

7-41 

» 20 

. 260,000 

398,245 

32 

2-66 

11 

23 

. 230,000 

415,375 

41 

7-34 







30 

. 230,000 

437,545 

40 

11 36 







*To be taken up tlurinK folluwiiiK week. t Under-allotted by /.20 million. f Under-iillotted by £,\0 million. 


The Bank of England note circulation rose to a new high record of £\yl\6 9 million, 
shown in the return made up on August % but the usual seasonal decline in currency 
requirements then set in. In imlicipation of even larger note requirements at the peak 
of the Bank Holiday demand, the fiduciary issue had been increased at the end of July by 
a further £25 million to jC 1,750 million — also a record figure. 'I'he return of notes was on 
a rather larger scale than last year, but the active circulation remains well over £100 
million above its level a year ago. 

August, particularly in the first half of the month, belied its reputation as a period 
of quiet business on the Stock Kxchange. Activity reached a very high pitch during the 
first fortnight, and prices went ahead strongly under the lead of gilt-edged securities. 
No new develojunent occurred to stimulate interest, which appeared to be based on 
general confidence and a belief that money rates are more likely to fall than to rise. The 
strength of Government slocks w^as reflected in most other markets, with prices always 
ready to make a ready response to good news affecting individual companies or securities. 
'The leading oil shares, in particular, advanced after the conclusion of the scttb‘mcnt of 
the Persian oil nationalisation question, wdiile South African gold mines had something 
of a revival. I.aier in the month, however, prices in general moved irregularly, adverse 
influences including industrial unrest at home and uncertainly over the course of inter- 
national politics. 

Apart from the £100-inillion Briiish Electricity loan, which is the subject of a 
separate note on page 207 of this issue, several important new’ caipital issues W'cre made 
during the month. A large proportion of these consisted of fixed-interest securities, 
w hich had evidently been brought forward owing to the recent strength of the gilt- 
edged market. Vv^flsall Corporation issued £2 million of 31 per cent, stock, 1 973-76 at 99, 
and although the terms were ojt rather fine, the issue was well oversubscribed, and 
dealings in the stock started at a small premium. Other investment issues included 
£V, million of East African Powxt and Lighting 5 per cent, debenture offered at 1001 
and carrying conversio.n rights into the company’s ordinary shares, and £2 million of 
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Ind Coopc & Allsopp 4 per cent, debenture stock, 1964-68, at 98. Preferential allotment 
was given in each case to existing investors in the respective companies. A public offer for 
sale at par of £2 million of Bentley Engineering 5 per cent, debenture stock, 1964-69, 
was heavily oversubscribed. 

THE BANKS’ LARGER INVES'l'MEN T HOLDINGS 
The London clearing banks’ combined statement for July completed the record of 
the banks’ reactions to the Cjovernmcnt’s two recent loan operations, 'i'he three weeks 
bctw'ccn June 30 and July 21, vvhen the return was made up, covered the offer to holders 
of ^'535 million of 1 'I per cent. Serial Funding stock, due for redemption in November, ' 
to convert into 2.1 per cent. Exchequer stock l%3-4 or in.o 3.1 per cent. Funding stock 
1999-2004, and, doubtless as a result of investment changes induced by this operation, 
the aggregate investments of the banks increased during the three weeks by tlie relatively 
large sum of £39 3 million. Practically the whole of this addition, however, was due 
to the increased investments of the National Provincial and the Westminster. 

Over the period bcn\’ccn the May and July statements, which also covered the 
conversion of Defence 3 per cents, into 2 per cent. C'onversion 1958-59 — partly by a 
cash offer of the latter stock — the investments (»f the eleven banks were /;46 million up. 
Against the size of Lite conversion operations as a whole this seems a small figure, suggest- 
ing that any major absorption by the banks of the new securities created by the refinancing 
schemes was partially offset by their sales of other securities. 

(.l ij^urrs in l,000,0l)l),i 





(.'ash 



l )iscoinUs 




Deposits, 

Net 

aticl at 

p.C. to 

at call, 

'rrrasury 

tHhci 

Invcst- 




Deposits 

/: 

Uaitk 

Dcpi»sits 

Hills 

Hills 

inciiis 

Advances 


C 

L 


L 

L 

L 

L 

i. 

July, 1954 

0,460' 1 

6,244-0 

5^3-8 

8-3 

427-9 

1,091-1 

93-9 

2,350-7 

1,823-5 

June, 1954 

. 6,5'i3'2 

0,253-9 

531-3 

8-1 

454-5 

1,079-9 

902 

2,311-4 

1,8 37 0 

May, 1954 

6,3^5'2 

6,104-4 

500 6 

79 

463 1 

1,0.33-9 

87 9 

2,304 7 

1,793-3 

April, 1954 

6,377-5 

6,088-5 

534 6 

8-4 

489-2 

999-8 

88-3 

2,279-9 

1,772 1 

March, 1954 . 

6,243-2 

6,009-9 

511-9 

8-2 

467-7 

995-1 

83-2 

2,269-4 

1,760-2 

1-cbruary, 1954 

6,237-1 

6,010-0 

501-5 

8-1 

453-6 

1,034-0 

79-2 

2,274-9 

1,740-6 

January, 1954 . 

. 6,4566 

6,232-1 

526-0 

8-2 

482 6 

1,254-0 

76-4 

2,277 1 

1,694 7 

December, 1953 

. 6,6942 

6,370 2 

541 9 

81 

500-7 

1,3.38-2 

79-0 

2,2/5 2 

1,706-8 

November, 1953 

. 0,418-6 

6,193-7 

520 3 

8-1 

469 2 

1,299-6 

54-8 

2,245 1 

1,676 0 

October, 1953 . 

. 6,37 3-3 

6,155 6 

518-4 

8 1 

476-1 

1,286 7 

53-1 

2,238-1 

1,654 0 

September, 1953 

. 6,319-6 

6,095 1 

515-0 

8-2 

475-5 

1,. 322-0 

53-8 

2,136-9 

1,662 3 

August, 1953 . 

. 6,240 1 

6,041 '2 

510-7 

8-2 

456-1 

1,275-5 

55-2 

2,139-7 

1,676-4 

July, 1953 

. 6,246-9 

6,013-7 

510-5 

8-2 

460-2 

1,183-8 

60-6 

2,140-2 

1,730-0 

June, 1953 

. 6,299-5 

6,023-3 

514-0 

8-2 

469-1 

1,148-7 

60-4 

2,136 4 

1,7629 


'I’hc aggregate 'I’reasury bill hoklings of llte banks expanded further during the 
three weeks to July 21, and their money at call was again reduced. These contrary 
movements, which have now been in progress for some months, have been attributed 
in some market quarters to the wide margin recently existing between call money and 
Treasury bill rates, making it more profitable for the banks to buy more bills and allow 
their call loans to run down. 

The total advances made by the banks declined by ^(^1 3*5 million in the July state- 
ment. A reduction of advances is not uncommon after the turn of the half-year, and 
in this instance it followed a large expansion in the previous month. Although gross 
deposits declined by £67' I million, the overall result of the changes in the assets was a 
rise in net deposits of £10T million. Idoyds Bank seasonally-adjusted index of net 
deposits (1948 100) was unchanged on the month at 109-2. 
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Stock Exchange Values 


B usiness on the stock Exchange increased substantially last month, the volume 
at one time being the largest for many years, d'he expansion was surprising to 
most Stock Exchange members, since the period covering the August holidays 
is usually among the quietest of the year. Active business was accompanied by a sharp 
advance in values for Hritish (lovcrnrnent securities, buyers evidently taking a confident 
view of the future of long-term interest rates, and the rise in the gilt-edged market was 
reilected in higher quotations for most other stocks in the inveslmcnt category, including 
Dominion, Colonial and Corporation slocks. Under the lead of the investment markets, 
industrials continued their upward movement, and were stimulated by further good 
dividend and prolit annoimcemcnts by leading com]'>anics. Most other sections, includ- 
ing the leading oil shares, South African Mines and lea shares, also improved. Later in 
the month, however, business in all markets slackened and the tone became irregular, 
conlidcnce being disturbed by strike threats in va.rious iridustiies, and by fresh doubts 
regarding the international outlook. (')ur hidex number, tjken at mid-August, does not 
rcllecl the hesitancy of markets in the latter part of the mon!h. 

Aggregate value of 365 representative securities on July 15, 1954 . . /y'',S<i;j20 5,003 

„ „ „ 365 „ ,, „ Aui'ust 14, 19 54 . . . ^ 6,9:'. -i, :> i },000 


Increase . 96, 541,000 

OUR INDEX NUMBER 

Below will be found the movements in the index number of the security values of 
our list of 365 representative stocks from the year 1929 dowai to the present time. Limita- 
tions of space have made it necessary to omit each month our lengthy list of variations 
in the hxed and variable dividend securities over a i^crioJ of years, but once a year 
(in the January issue) w’o give the complete list of the index numbers of those stocks. 
The total index number for August, was 124 8, as compared wiili 123- 3 for the previous 
month. The index number of the fixed interest group now' stands at 119-7, as compared 
with 1 18-5 for llic prevuius month, and in the variable dividend list the index number 


is 135-4, 

compared w 

ith 1 3 

.3-1 for the previous month. 

Sfc-.UHITY VAri;i-.*3 l.NOKX N’CMIlhK 

( *Doi.*cnibcr, 1021 100; 





Yc«r 

Jan. 

l-cb. 


April 

Mav 

Ji:uc 

Julv 

Au-. 

Sept. 

127-3 

t)ct. 

Xov. 

I )cc. 

1929 . 

129 6 

128 1 

12/3 

127 3 

125 0 

125 4 

12b 5 

127 0 

126 1 

120 0 

121 0 

1930 . 

121 7 

121 8 

123-J 

12-i 2 

121 0 

no 0 

120-3 

118 1 

119-3 

117 6 

116-8 

114 4 

1931 . 

114 9 

112 6 

114 1 

1110 

108 0 

108 6 

109-3 

104-3 

90 0 

103 1 

103 1 

98 5 

1932 . 

no 9 

101 7 

luS 5 

102 1 

lOl 8 

10') 6 

105-5 

108-4 

111-4 

112 5 

1O0-6 

109-4 

1953 . 

110-2 

lU-l 

111 2 

112 4 

112 5 

114 3 

115 0 

1176 

118 7 

118-4 

117 6 

117 6 

1934 . 

120 4 

121 5 

122-0 

123 S 

1-2 6 

121 8 

J22-5 

122-3 

122-8 

123 6 

126 9 

126 5 

1935 . 

128 5 

125-8 

123-7 

12.1 9 

125 8 

5 

126 4 

125-8 

120 6 

121-3 

125 5 

126 4 

1936 . 

128 1 

129 6 

128 6 

1 ^0 2 

129-1 

U8-S 

129 4 

131 0 

131 7 

133-9 

133 8 

133 1 

1937 . 

132 6 

129-7 

128 4 

128 2 

127-3 

125 6 

125 1 

125 0 

123 0 

121 6 

121 0 

121-2 

1938 . 

121 6 

120 7 

115-0 

110-2 

117-0 

116 3 

ns 0 

117 7 

113 8 

114 2 

114-4 

112 4 

1939 . 

112 0 

111 7 

1100 

107- 1 

no 0 

100 8 

108 8 

107 4 

103 i 

106 3 

108-7 

108-7 

1940 . 

112 2 

114 3 

114 6 

11 1 1 

110 4 

lOl 6 

lO*..' 0 

107 8 

108-2 

no 0 

111-3 

112 0 

1941 

113 6 

112 8 

112 9 

11.-; -4 

113-3 

113 5 

115-6 

116 0 

117-5 

117 1 

117-8 

117-1 

1942 . 

118 5 

117 0 

117 0 

117- 3 

117 2 

117 5 

ll8 1 

118-2 

no 0 

120 4 

129 0 

120 6 

1943 . 

122 7 

122 5 

122 7 

125 ^ 

122 3 

122-1 

123 .3 

123-0 

123 1 

123 4 

122-6 

122 7 

1944 . 

123 3 

12^ 8 

12 .3 6 

l.li-5 

12 5-8 

124 5 

125-0 

125 1 

1.24-6 

124-9 

125-3 

125 5 

1945 . 

126 1 

12b 1 

120 3 

12V1 

126 6 

120 4 

127-1 

126-1 

120 3 

127 0 

127 2 

126 8 

1946 . 

128-3 

128 9 

128 3 

130-1 

131-7 

132 1 

132 2 

131 4 

1 i0 4 

130 0 

1321 

13 .3 2 

1947 . 

133 8 

132-3 

132 2 

131 3 

132 0 

131-3 

131 0 

125-2 

123-7 

125 0 

125 6 

127 9 

1948 . 

128-8 

127 6 

126 8 

127-5 

128-2 

1280 

126-9 

127 0 

127-1 

127-3 

127 6 

127 5 

1949 . 

128 0 

128-1 

126 7 

126 6 

126 5 

124-1 

122-1 

119-8 

no 9 

120 3 

117-7 

no 8 

1950 . 

119 1 

119 0 

llS-8 

110 5 

119-7 

1.21 4 

119 9 

120 0 

122 3 

123-8 

1240 

122-2 

1951 . 

123 6 

12.3 6 

122 8 

122-4 

123 0 

122-3 

121 1 

120 5 

120 8 

121 3 

119 7 

115-9 

1952 . 

115 4 

114-7 

111 6 

112 9 

113 1 

110 2 

no 3 

110-7 

113-7 

112 6 

1120 

1130 

1953 . 113 5 

1954 117 8 

September^ 

113 9 

1 18 9 

1954 

114 9 
119 2 

115-1 

120-7 

* 

114 0 115 2 11 10 

121.5 120-9 123-3 

Date when Securities revised. 

115 6 
1248 

J15-7 

116-9 

118-1 

117 5 
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Table — Showing Values of Securities and their aggregate Variation 
DURING the past MoN TH 
fooo's omitted] 




Atarkci Vidiics 


Increase 

Nominal 
Amount (Par 
Value) 

Department, 

contaimnK 

luly IS, igs-i 

.\n. . It. tost 

('biinttc on 
the .Woiitl) 

or 

Decrease 
I\*r Cent. 

£ 

3,5bo,6()0 . 

10 Ilrilish and Indian I'unds 

£ 

£ 

3,113,778 

£ 

i 3'),_>^5S 

i 

1-2 

58,950 : 

( 'nrpoiMtinn (U. K.) Stm Us 

50,77 ^ 

51,873 

1,100 

f 

2 2 

83,550 

8 (.A'liniial Cjovcinmoiu. Slocks . 

VV,5S4 

77,869 

285 

4- 

0-4' 

22,300 

8 ('.orporalion Slocks (( 'oh'nial) . 

i9,(>;.: 

19,789 

117 


0-6 

21,050 

7 Do. d*'. . 

18,t92 

lS,(i06 

IM 

} 

0-6 

598,230 i 

26 Foreign l ioveinincat Sli'cks 

214,(..!) 

216,72: 

: 2,097 

1 

10 

254,655 j 

6 Ilritish Railway Dcl cntnre Stks. 

.1-301,278 

4 301,278 




310,765 j 

6 Do. do, Frcterc’uc .Siks. 

:|- 247, 161 

-1:247,161 




152,000 1 

7 1 Jlliicd StCitC;. !k.'T)ds (tk lsl) Y . 

il 4 1,662 

IT 4 1,662 




5,048,100 

87 L'ixctl Interest Sli>ck‘i . 

J,44;>.77() 

4,488,788 

4:i,968 


1 0 

315,325 

13 Hiilish Railway Ortllnary Slot.! - 

:l-72,406 

|:72,4U6 




18,900 

5 Indian Railway Stocks 

26,(>.31 

26.(>21 




88,350 

5 C'olonial Kailw’avs 

121,0'ij 

121,12 1 

1 331 

1- 

0 3 

474,000 

11 United States Railway Si»ares . 

.y ko 16 

?97,V.lv 

1 ^ ,090 

i- 

M 

141,200 

20 L'oreign Railways 

27,7(i8 

2;,/-52 

16 


0 1 

59,685 

13 Hriiish Rank Shares 

2- <9, k.". 

d 11,25:. 

1,900 

1 

0-9 

43,000 

18 Cvdt'nial and F’orcign Ratik S!is 

70, 030 

71,566 

i 1,5 36 

1- 

2-2 

18,121 

10 Brewery Stt)cks 

(V),6b7 

66,/ 92 

t 1,105 

1 

17 

17,750 

7 Canals and Docks 

:: 1,777 

22, oM 

8 37 

! 

.3 9 

146,916 

38 (kmirnercial and Irulnsttial S!l^ 

5 )5, '07 

< 0.5,227 

i 10, 3:^0 

1 

17 

9,537 

8 Idectric l.igliling an t .'*o.ver 

121,592 

4:21,592 




15,1(X) 

9 Financial, Land and Invostnieiit 
Shares 

31.2 3S 

31,609 

671 

1 

2-2 

30,680 

7 Gas Stocks 

127,295 

1 27,89) 




9,343 

17 Insurance Shares 

2 12 511 

248,0 19 

6,105 


2-5 

58,294 

14 Iron, (k\'il and .Steel Sli rc'- 

lUO. l/T 

I(D,5i 1 

i 5,07 3 

j 

5-0 

3,100 

5 Nitrate Shaic. .... 

i 1 

6.1 




42.649 

10 Oil Shares 

19 ; 46W 

196,F- 5 

i 1,685 


0-8 

5,402 

9 Rubber Shares .... 

2,611 

11, J* 

1'.' 


0-8 

17,456 

5 Shipping Shares .... 

2 / ,r.28 

28,4 32 

4 604 

I- 

2-2 

1,890 

6 Tea Sliarcs 

5,47 3 

5,786 

313 

i 

5-7 

20,808 

9 Telegraphs and Telephones 

56,8^9 

56,778 

61 


01 

27,716 

7 Tramways and Omnibus , 

44,793 

41,793 



8-6 

29,517 

: 19 South African Alines . 

H7T26 

94,627 

i 7,501 

! 

28,735 

6 Copper Alining Shares 

.13.9.1 

■:o.209 

' 2,278 

1- 

5-2 

11,859 

1 7 AlisccIIancous Alining Sh.ire- 


1(!,105 

111 


11 

1,635,333 

|278 Variable Dividend Securiiiev 

2,401,48:1 

2.444,80(i 

48 , 37:1 

j 

1 8 

6,683,433 

365 Grand totals 

1 6,847,20:5 

6 , 9 : 1 : 1,544 

86,341 

; 

13 


t Ocbiirn.itiori :»old bonds rettinej though title tppaTcntly unwarnuitcd. 
t Entered at vexing pin.es. 
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BANKERS* MAGAZINE SHARE LIST 


BANKS 


iMtt 1 

Total 

Total 


Quotations Quotations 

Mrldtnd ; 

for 

for 

NAME 

July 15. , 

Aug. 16, 

Actual ^ 

Year 

Previous 


1954 

1954 



Year 




1/6 



5/ 

Alexanders Discount Co. I.td. (X2, with >C1 paid) 

5iJxd 

6* 

\/2i ; 

2/4K 

2/45 

Do. do. 6% Cum. Pref. (£2', 

47/6xd 

47/6 

9/./. , 

- - 

21 

Australia and New Zealand Bank (iC2, with £1 paid) 

39^6 

38/ 


— 

1 9;t 

Bank of Adelaide Stock 

30' 

30/ 

5 m 1 

8/ 

8^ 

Bank of British West Africa Idd. f/C'lO, with £4 puid^ . . 

8 

81 



/.l^ 

Bank of Ireland Stock 

— 

— 

' 

6/ 

6/ 

Hank of London & S. America Ltd. Stock 

5* 

5i 

30 cents 

— 

SI 40 

Hank of Montreal (Lcndo/i ffeirnrer) (SIO) 

^17 

iClTixd 


- - 

34 I: 

Hank of New South Wales (London Register) (£20) 

31i 

314xd 

40 cents 

-- 

SI KO 

Hank of Nova .Scotia (London Register) (SlOj 

/17 

A:i7i 

1/4.*: 

2/7 ‘ 

2.. 4* 

Hank of Scotland (fJovernor & Co. of) .Stock 

01/ 

67/ 

W. , 

- 

1. 7/. 

Hardayi Bank (Doin., (/ol. A Overseas) “ A ** Sto-.k 

13/ 

45 f 

1/ 

— 


Hurclayi Bank Ltd., Ord. Stock . . 

48 6xd 

49/6 

l/l-'. , 

1/1 1 

- 

British Bank of The Middle P.sst (^10) . . 

24/ 

28/ 

30 cents i 

— 

SI 20 

Canadian Bank of Commerce (London J/eguren (SlO) . . 

/:i5 

itisi 

1/41 i 

2 9 ‘ 

16/** 

C'.hartered Hank of Indiaj Australia & (.him. Stock 

43/ 

42/6 


1/t 

It 

('oinmercial Hank of Australia l.td. Ordinary (London Registci : 






(10.) 

17/ 

17/ 

2t 

4* 

4t 

CofTiriiercial Bank of Australia Ltd. 4% Pref. (London Register j 






(£10) 

6 

6 

5-76J. 


n-52J. 

('.oinniercial Hank of Scotland Ltd., ** A *' Shares (£1, with 6 






paid) 

23/6 

24/6 

1/ 


2,- 

(.'oniincrcial Bank of Scotland I.td., “ B ” Shares iXD 

44/ 

44'6 

r 

— 

4/ 

Distiict Hunk Ltd., “ A *' .Shares (£5, with £1 paid) 

9(' '6xd 

91/6 

1/ ^ 

■ — 

2/ 

Do. do. “ H *' Shares 1) 

44 xd 

45/ 

*/ 


4' 

Do. do. ** C *’ Shares (/.I) 

93 xd 

96/ 

5/ 

8/ 

7'' 

r.nstcrn H.'ink 1 .fd. (£10, with £5 paid) . . 

Si 

9 

2/ 

■ — 

7/6 

i{n!.!litih, .Scottish A Australian Hank Ltd. (£5^ with £l puivL , . 

6 ft 

6 fi; 

6/3 

89 

7/6 

Tlanibros Hank Ltvi. (/.lO, with £2\ paid) 

Si 

8* 

TM. 1 

1/2'; 

1/2? 

Do. do. ** A ” Shares . . 

22'6 

3V 

1 

— 

/.5 

Honakon^r & ShsiiKhai Banking C>orp. (London Regntti'' ($125) 

i.93i 

im 

4/ 

4/ 

4' 

loiiiun lUiiik Ltd. <£5t 

(,5' 

65/ 

1/4' ■ 


2 9 

Linyds Hank Ltd., “ A ” Shares (£5, with ^1 paid; 

65 'xd 

64/6 



1/ 

Do. do. “B” Stock (^1) 

2 3/6xd 

24/6 

4/4 i 


8/9 

Maitins Hank Ltd. with ^‘2* paid). . 

10*. vd 

10^ 

1/9 

■ — 

3/6 

1 )o. do. ' ^l ) 

84/ xd 

92/ 

17/6 


35/ 

Meti aiiiile H.-mk of India Ltd., “ A ” Shares (£25, with £ 12* pd.) 

29 

J-Hxd 

17/6 

— 

35/ 

Do. do. do. “ B ’* .Shares (^25, wkh /. 12* pd.) 

29 

J4*xd 

7/ 


14/ 

Do. do. do. " C ” Shares ^/.5) 

11 

14xd 

4/ 


8/ 

Midland Hank Ltd. (i,12, with £2^ puiil) 

V 

9* 

4/ 


8/ 

Do. do. (X2i) 

9i 

9a 

1/7* 


3/2i! 

Do. do. (X.1) .. 

a >/6 

82/6 

1/ 

— 

2 2: 

National Hank Ltd. (^5, with £\ paid) 

40/ 

40/ 

1 60psts 

20(Jp.Nis 

200p!’i» 

National Bank of l-^gvpt (Bearer) 10) . . 

24* 

24* 

20/ 

40/ 

40' 

National Hank ol India I td. '/.I, with 12 6 paid) 

26 6 

27/6 

3/6 

5/ 

4/ 

National Hank ot New /.caland i.td. ((,7*, with £2k paid) 

91/6 

100/ 

1/ 


2' 

National Dis«.oiitit Co 1 id., “ A '* Sto^k 

42/ 

42/ 

1/ 


2/ 

Do. do. “ K ’* .Slock 

48/ 

49/ 

1/2-28 


2 4-5<> 

National rruviiicial Hank I.td., “ A *’ Shares (£5, with 14'’ paid 

56 'xd 

58/ 

1/8* 


3 4' 

Do. do. do. “ B *’ Shares (45, with £l paid; 

79,6xd 

82/6 

l/8< 


3 4 ". 

Do. do. do. Shares (/,T) 

83/xd 

87/ 

8/ 

8/ 

8/ 

Ottoman Bank (Bearer) (£20, with ^10 paid) 

8 

8 

35 cents 

— 

SI 40 

Koyal Bunk of C'onadn (110) 

^l51 

£16* 

1/9! 


3 7‘ 

Royal Hunk of .Scotland, Stock 

89/ 

5h 

1/3 

2/3 

2/3 

Standard Hunk of South /Mrica Ltd. (£2, with £\ paid> 

42/ 

42/ 

1/ 


2/ 

Union Discount C'o. of London, Ltd., Stock 

50 /xd 

52/ 

2/ 

— 

3/7* 

Westminster Hunk Ltd. (£4, w'ith £1 paid) 

90/6 

89/ 

1/3 

— 

2 6 

Do, do. Stock 

61/ 

63/ 


, *Bank-Tnsurance Units 

: *Bank- Units .. 

♦Scottish Bank I. & I. T. Units (Scotbits) 
♦Invcitment-Trust-Units 

26/10 
26/9i 
. . 34/4* 

; 34/1* 

27/7* 

27/22xd 

36/6 

36/6 

* These prices include stamp duty and commission. 

+ Free of Income Tax. 
j t Australian currency. 

1 tl None on offer. 

, xd, — Ex Dividend. 

i P'or £5 stock. Now quoted in £1 units. 

j 
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BANKERS’ MAGAZINE SHARE UST 


INSURANCE 


Dividend 

Actual 


Toud 

for 

Year 


Toul : 
for ! 
Prcvioui I 

\r 


NAME 


Quotations Quotations 
Julv 15, : Auk. 16, 
1V54 1954 


14/ I 24/ i 22/ Alliance Assurance Co. Ltd. (£2Q^ with £2 \ paid) 

14/ 24/ 22/ Do. do Hew Shares 'iCl) 

b' I 15/ 15/ Atlas Assurance Ltd. (jC 1> with 10 pii.l) 

l/7it j — 7/6t liritannic Assurance t'o. 1. Id., t)rd. Stock 

2i 5 ' 5 Do. do. 5‘’o taic-frce, ('um l*ref. .Stock 

J/6 j — 4/6 Caledonian Insurance Co. (XL with 10/ p.iid^ .. 

6/6 11/6 10/ Commercial Union Assurance Co. I.td., Stock .. 

3 3 I 5/ 4,6 Eagle Star Insurance Co. Ltd., Ordinary (ID ) .. 


3/3 

5/ 

4/6 

Do. 

do. 

Ordinary > /.3, with 10 p.iid) 

itd. 

9.;./- 

9;j. ' 

Do. 

do. 

4**0 Cum. Pref. ' XD 

4)ld. ; 

9:,i. 

9'J. 

Do. 

do. 

4®'o 2nd Curn. Pref. iXl) 


1/ } l/7i i/7| Economic Insurance Co. Ltd. (XL with 5/ poid) 

3/ 4 6 4 '6 , Employers* Liability Assurance ('orp. I.rd. 

2/6 1 — 5/t Equity & I.aw Life Assurance Soc. iX5, with /JU p.iid) 

4/ 6/ 6/ General Accident, Eire & Life Assurance t2orp , Ord. (£1) 

td. 1/ 1/ (Jeneral Accident, Eire & l.ife Assurance Corn., tUuu. 5"o Pref. 

1 (XI) 

3/6 '6/ 5/ Guardian Assurance Co. Ltd., Ord. (XI) 

2/1 — 4/ , Do. do. do. Pref. (X5‘’o non-t'um.) {X4i 

4/3 6.9 6/9 Legal & General .\asurancc Soc. Ltd. (XL witli 5 ' paid) 

3/ ' 4, 6 ' 4/ I.icentes & General Insce. <'o. Ltd., Ord. (XL with 10 ' paid) 

2 ' — 4 l.iverpool A I.ondon Globe Insce. t jo. I.td., 4‘J'<, Perp. Deb. Stk. 

1/1 6/6 6/ London & Lancashire Ins. ('.o. Ltd-, Stock 

11/t I ll/f 10/| London & Manchester Assce. Co. Ltd. (XD 

13 9 20,' 18 '9 ! London Assurance, Ord. (X2i) 

4M. ' 9 ;d. 9;'d. i Do. do. 4% Cum. Pref fX D 

5/ ' ■ 10/ North British & Mercantile Insce. C.O. I.td., Onl. (XU) 

2 ' 4 4 Do. do. do. do. 4'‘i, Pref. .Stock 

(Nort-Cjum.) 

11/6 20/ 18/ Northern Assurance Co. I .td., Ord. (XIO, with XI pnid) 

14/4-209' 18/10-209 17/0716; Do. do. PurticijNating Pref. (X7i) 

8/t l2/f i2/t Pearl Assurance Co. I.td., Ord. (ll) 

7)^d. 1/2; 1/2-; Do. do. 6% ('fax free). Cum. Pief. (XD 

1/6 I — 17/ Phoenix Assurance Co. Ltd. (XlO, with Xl p u l) 

«'6 > — 17/ Do. do. tXD 

2/3< I 2/34 2/3- Planer Assurance Co. I.td., Ord. (XL with 10/ paid) 

1/ i -- 2/ Provincial Insurance Co. Ltd., 10% Cum. Pi cf. (XD .. 

kd. , 1/ 13o. do. do. 25% ('uin. Pref. (4/) 

15/t — 21/t Prudential Assurance Co. Ltd., “ A *’ Shares (XD 

2/6t 2'6t 2l\ Do. do. do. “ H ” shares (/. 1, with 4 ' paid) 

3/ 3/ ' 2/6 Kcinsurancc Corp. I-td. (XL with 12 '6 paid) 

6/ 10/ 10/ Royal Exchange Assurance, Stock 

5/9 11,.' 10/ Royal Insurance Co. I.td., Stock . . 

4/ ! - - 7/ Scottish Union & National Ins. (^o., “ A ” .Shares (XID, witli XI 

I paid) 

15/ j - 26, 3 Scottish Union & National Ins. t^o., ** B ” Shares (X5, witii /, 3J 

paid; 

5/ 5/ Sea Insurance Co. Ltd. (XD 

5 ' 5/ Sun Insurance Office Ltd. (XL with 10/ p.'iid) . . 

— 3/6t Sun Life Assurance Society (XD 

1/ 1 / Victory Insurance Co. Ltd., Ord. (16/ with 6 ' paid) 

2/ I/IOJ World Auxiliary Insce. Corp. Ltd. (XL with 10' paid) 

8/ 8/ Yorkshire Insurance Co. Ltd. (X2L with 10/ paid) 

16/ 16/ Do. do. (XD 


3' 

2/10 i 

1/91 ; 
1 / I 
2 / ' 

4/9 ; 

9/6 , 


.32 i 

36 

321 

38 

*34 i 

4* 


6* xd 

33 

33/ 

6; 

7 

77/6 

78/6 

117 6 

6 

106 3 

111 3 

IS' 

IS 6 

IS' 

18 6 

31 3 

32 6 

US' 

S ).( 

MUd 

ISl 

or 

‘D 

22 6 

22 0 

‘»4 

9* 

83 6 

83/6 

I'D 

IS* 

53 

6* 

92* 

91* 

8i 

8* 

'21* 

! 2 3* 

2(>^ 

' 30* 

18/ 

18/ 

l-D 

143 

89* 

901 

301 

' 3D 

24 

27 

22* 

i 211 

37 '6 

' 57/6 

23* 

' 2S 

23* 

241 

60/ 

60/ 

37.' 6 

57/6 

2()'6 

20 '6 

43 

44* 

5 !a 

77 '0.xd 

6 

83/ D 

fli 

«i ■ 

IS • 

16* 

9i 

u* 


38* 

6 3 

63 


7i 

9a 

103 

37/ 

48/9 

40' 

45/ 

131 

1-3* 

26* 

27i 


* Insurance-Units .. .. .. .. 28/7ixd 29/10^ 

*Conbits . . . . . . . . • • • - ■ • • • 17/9 18/6 


* I'heie prices include stamp duty and commission, 

t Eree of Income Tax. 
xd. — Ex Dividend. 



^SERVANTS 
OF ALL’ .. . 



SUC'H was the iincoiiipioniiMiiiz eicsciip- 
tion of The Salvation Army given hy 
Cicncral lii amw'ell Rooih., son of the fomuier. 

The designation sums up tiic pnrp('S-' and inspiration whieh is basic to 
the service of Salvationists in all parts of the world. 

Battling agdinst sickness, \ice, squalor, poverty, overcrowdin'^,, loneli- 
ness and despair, their work knows no end. 

The Army is dependent on your generous co-opi'ration. Donations 
and Lx*qiiests arc earnc'^tly s«.»ught. f or further information w'l ilc to 
Cieneral Wilfrcil Kitching, 113 Queen Victoria Street, London, hX 

WHERE THERE’S NEED — THERE’S 


( .irr i‘J il l' iii:i tl. 


.4. 


The Salvation Army 



0lTr af Akdaike 

{Incoi poraU'd, with limited liability, in Aii’itrcliii) 


Established 1365 

THE BANK OF ADELAIDE welcomes enquiries regarding business (commer- 
cial or personal) with Australia. Banking busiress of all kinds transacted. 

PRINCIPAL OhfiCFS IN AUSIRAUA: 

Adelaide (Head Office), Brisbane, Melbourne, Perth, Sydney. 

London Office: f I LEADENHALL STREET, E.C.3. 



INSURANCE AND INTEREST TABLES 


Shewing Fire Premiums (odd time) to next Quarter Days, 
and Interest, Discount or Rebate for any Number of Days, 
from I to 365. 

By T. R. GLOVER 

(Author of " Compilations of Fire Insurance Statistics, Ac.*'). 


Second Edition (Reprint) - - . 2/- net. 


WATERLOW A SONS i-IMITED, LONDON V/ALL, LONDON, E.C.2. 
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Bank Reports, Meetings, etc. 

4 

BANK OF BRITISH WEST AFRICA LIMITED 

Thi. net profit for the year ascertained in the manner indicated is 4244,712 ; add amount brought 
forward from the previous year, 41^1,704; making available, 4346,416 ; out of v/hich the folk wing 
appropriations have been made : interim dividend of 3 per cem. less income lax, paid November 13, 1953, 
41*4800 ; to contingencies account, 475,000 ; to reserve fund, 4iOU,000 — 41*^ 4800 ; leaving a sum of 
4151,616 ; from wliich the directors recommend a linal dividend of 7 per ceiii. be paid, less income tax, 
making 10 per cent, for the year, 4'»0,200 ; balance curried foiward, 4105,416. 

Balance Sheet, March 31, 1954 

LIABILITinS 

■ Caj-utal — x\uthoriscd 400,000 shares of 41^ each 44,000,000 0 0 

(".ipiral — Issued 300,000 shares of 4.10 44 per share paid up .... 1,200, 000 0 0 

Reserve fund including share premium, 440^d'00 1,200,000 0 0 

Ralance of profit carried forwarvi 105,416 0 0 

42,505,416 0 0 

^ (airront, deposit and other accounts, provision for tax-tiion on tlie profits to dale and 

inner reserves 79,435,310 0 0 

lhx>poscd filial dividend, Ic^s income i.ix 46,200 0 0 

l.iahilitics on acceptance ^ coiilirined credits and other engagements on behaii of 

customers 9,646,440 0 0 

NJoii- : — Balamis in \S\-sl AiVk ui ^.urrcncy have been converted at par and ti-reinn currencies at 
rates rulnig on March jl, 1954. 

491,633,366 0 0 

ASSETS 

Cash in hand aiui in transit and with hanks and agencies 46it^28,782 0 0 

Money at call and at short notice 25,825,000 0 0 

, Hi iJ, of e.xchangc—'rreasury bills, 421,040,000 ; other bills, 4o35, 641 . . . 21,725,643 0 0 

Investments at or uiuler market v.ilue — British Government seeuriiic'', 4' 13,676,342 ; 
other quoted securiiies, 4150,483 (including securities lod^.;cil witit the West 
Afiican (.’urrcncy Hoard as security for currency issued to brauehes) ... I 826, 825 0 0 

Loans, advances and other accounts, less provision for bad and doabifui debts. . 14,4.0,720 0 0 

4bi,8J6,97U 0 0 

Liabilities of customers for acceptances, coiiUrmcd credits nr.vl other engagements . 9,616,440 0 0 

Premises and furniture at cost, less amounts written oil 149,956 0 0 

491,633,366 0 0 


i:. ROARE & CO. 

Aiuiuui Sratcfuenl of /Usets uuJ Liahi.'iiuw ju,’y 5, 1954 
prcpareil vi the v:vo hwidred and ei::hiy-:.eeond year of Uieir banhhij^ busine^si, 

^ t.lAHUIlIliS 

Capital authorised and is n«ed 4120,000 0 0 

Reserve 380,000 0 0 

, 4500,000 0 0 

Current, d«:po..it, and other accounts (including provision for coniingencie.^} . . 8,774,048 11 7 

49,274,048 11 7 
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Assets 

Cash in hand and balances at bankers £752,SS5 4 1 

Cheques on other bankers in course of collection 161,002 7 0 

Money at call and short notice 1,830,000 0 0 

;C2, 743,887 11 1 

Investments — (a) quoted: — at or under market value: Hriiish Government 
Slocks, £^,945,571. 18.?. Od. ; other securities, £242,5^3. 3?. Id. ; {b) unquoted 
(written down to nil), nil ; I'g subsidiary companies (written down to nil) nil. 4,188,105 1 1 

Advances to customers and other accounts 2,172,055 19 5 

Freehold property at cost /es\ amounts written off — bank premises 100,000 j 

adjoining premises, £70,000 170,000 0 0 

£9,274,048 11 7 


THE STANDARD BANK OF SOUTH AFRICA LIMITED 

INXLODINCI the undivided balance of £310,447 brought forward at Aiarch 31, 1953, the balance 
ot profit and loss account, after payment of all expenses and rebaling current bills, is £946,258 ; out 
of this an interim dividend at ilie rate of Is. per share, £350,000 /t\ss income tax, lor the half-year ended 
September 30, 1953, was paid on januaiy 30, last, amounting to £192,500 ; leaving a balance of £753,758 ; 
Irom which has been apprv)priaicd ; — to bank premises, £r75,(X)0; leaving now’ available, £578,758; 
which the ilircciois recommend be allocated as follows : — Dividend of Is. 3d. per share on 7,000,000 
sliares, £437,500 icss income lax, making a total distribution for the year at the rate of 2s. 3d. per share, 
£240,625 ; balance to be carried forward to next account, £338,133. 

Ujhim'c Sited, March 31, 1954 


LIABII.niKS 


Capital authorised, 5,000,000 shares of £2 each, £ 10,000,000 ; 5,000,000 shares t>f £ 1 
each, £5,000,000~£15,000,000. 

Cilapiial issued, 5,000,000 shares of £J each £1 paid, 5,000, OOtl ; 2,000,000 shares of/; 1 

each fully paid, £2,000,000 

Reserve fund comprising .share premium account, £2,191,000 and revenue reserve . 

Prolit and loss account, unappropriated balance 

Notes in circulation 

Current, deposit and other accounts (including ^e^e^vc for ct)ntingencies and other 
reserves and provisions including taxation on profits to date) , * . 

Balances in account with subsidiary companies 

Proposed final dividend (less income tax) 

Acceptances, and other liabilities on account of customers, £19,019,869 ; customers’ 
bills, etc., for collection, per contra, £37,495,509 


Notls 


• (1) t litre arc vi'tiiiiiRcnt liabilities iiDt included abi.ve in respect nl continued letters of 

credit and KUtiiuntees entered into in il.e i)rdiii<irN cimise i>t l>u,incss esi imatetl at 

iL:22,‘i00,000. 


t2) t .apiial ^eommiiinents tor expenditure on premises amount to approx maiely 


t3'- 


Assets and liabilities in f..ieiyn c-irrcneies have been converted into sterling j 
lollows :- 


Union of .South Africa and Khodcsiun currencies. 

X'lOO cuircncy 100 sterling. 

Jia.st Aliiv.an curreruy. 

20 shillings li.A. - ^'1 sterling. 

Other currencies at oltieial rates on March 31, 1954, 

(4) t he acc'c>unts ol the Standard llanx binance and Oevelopmeni Corporation 
Limited as at March 31, 1951, are annexed. 

1 he sui'sidiary nominee companies ut) not trade, made neither profit nor loss diirins 
the yiar and are not dealt wiili m group aecnunts in view of the insignilicant 
amounts involved. 


£7,000,000 0 0 
7,000,000 0 0 
338,133 0 0 
520,689 0 0 

292,028,125 0 0 
300 0 0 
240,625 0 0 

56,515,378 0 0 


£363,643,250 0 0 


September^ 1954 
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ASSETS 


Current Assets — 

C'ash in hand and with bankers, /,'35,413,559 ; cash at call and short notice, 

4*10,001,173; gold bullion in hand and in transit, 4*64,379 445,479,111 

Bills discounted 19,342,752 

^Investments : — United Kingdom, Union of South Africa and other Government, 

Municipal and other securities (including 4l5'^^7,138 deposited as security 
for notes issues, etc.) ; quoted on 1-ondon Stock Exchange, 428,660,446; 
quoted on South African Stock Exchanges, 445,960,406 .... 74,620,852 


^These investments in the appear at under cost and below market values at iWardi 31, 


1954. 

Bills ot c.Kchange purchased and current at this date 18,892,617 

Advances — customers and other accounts, 411 ^ 5 ^S^»^ 1 ^ j balance in account 

with subsidiary company, 4^78,493 118,859,112 

Remittances in transit 2 5,247,939 

Eixld Assets — 

Investments in subsidiary companies — 


Standard Bank b’inance and Development Corporation Ltd., 200,000 shares 
of 45 each, fully paid, at cost, 41,000,000; nominee companies 
(written down to nil;, nil ; trade investment — Bank of British W’est 
Africa Ltd. 33,334 4IO shares, 44 paid, at cost less amounts .vriiten oil, 


456,251 1,056,251 

Bank premises and property (including furniture and iitiings; at cost, less 

amounts written t>lf 5,629,238 

Liabilities of cusiunn*rs lor acceptances, forward ex :hangc contracts, etc., 449,019,869; 

customers’ bills, etc., for collection, per contra, 437,495,509 .... 56,515,378 


0 0 
0 0 

0 0 

0 0 

0 0 
0 0 


0 0 
0 0 
0 0 


4363,643,250 0 0 


CONTINUED STEADY EXPANSION 

"Ltn* one hundred and lorty-first Ordinary Meeting (being tlic Annual General *V\eeting for the 
year 1954j of 'The Standard Bank of South Africa Ltd. was heul on July 28 in i.oiidon, Sir Frederick 
Lcith-Ross, G.C.M.Ci., K.C.B. (the Ciiairman), presiding. 

'The following is an extract I'rom Ins circulated statement : 

As wiHiId I^c expected of an Institution such as oiirs, which ha-: to develop with the development 
of Africa, the total of our assets continues steadily to grow. 1 hi.-) year ilie Balance Sheet has increased 
by something over £25 million to a ti»tai of 4563 million. You will recall that in 1953 we decided to 
increase our capital by £2, million and, although there were special v:asons coiinecLLd witli the banking 
law in the Union of South Africa which made this ilesirablc, it i*- clear rh.it an increase was more than 
justilied by the continued expansion in our businc.ss. I inav remind vou that in 1939 the total of our 
Balance Sheet amounted to £Sb million. In the fifteen years ilint have pas'^ed since then our ligures 
liave multiplied more than four LinT:-. and, although the v.iiuc oi inonc\ ha-. hilLn caMisiderably 111 the 
intervening period, there is no dou'ci tiiai the hu-incs.. (4* th^. Hank haj m.ide real ^rogl'e.■^s. 

'The balance of profit for the year alter providing for taxaiion and after making transfers to the 
Pcnsitui Fund and to the Reserve for ( oittiiigcn. jes ai'iount-v to 4.035,811. An inleriin Dividend of Iv. 
per siiare was paid on January 3(^, 

Yhc Board roei'mmend tiiat a final dividend for the year of 3i/. per share be paid. 

UNIOX OF SOUTH AFRICA 

Despite reeurreiu apprcheii>ions of pviliiical tumble, both interna; ional and domestic, the year 
under review has again been one of iiuirkcd prosperity in the it has been described as a year of 

consoliilatioii raliier than <4' expaiisic>n : but this docs not mean tiui it iias been a period of stagnation. 
On the contrary, tliere has been a steady and substantial advance in almost every held of economic activity. 
Agriculture, which still remain:, the ba:.ic industry of the country, lias had a particularly good year, new 
records of production liaeing l-ecn attained in many scciois. The dv.veli'n Tiieni of indusiry has continued 
and the output of private mamilacluring undertakings incrcascvl m value by about 10 per cent. I'he new 
goldmines, m which snmc 4150 million have been invested since the war, are now beginning to produce 
substantial results, over £5 million worth of gold having been ectained from the tew mines in the Orange 
Free blatc held as yet in active production. A number of others are commencing operations and receipts 
from uranium arc beginning to supplement the income from gold. Altogether, there is every justihcaiion 
for conlideiicc in the economic prospects of the country. 

SOU'l ll-WFlS'l' AFRICA : — General trading conditions were quieter than in 1952, as shopping 
demand, which is markedly sensitive to seasonal taciors, was somewhat hesitant owing to the after etfccis 
of the 1952 drought and to lower prices received for karakul pelts. 'I’oial turnover was, however, fairly 
saiisiiiciory owing to continued c.xpansion in the hshing indusiry and to the maintenance of activity in the 
mining industry. 'I’hc territory continues to uchiev e a substantial favourubk; external balance of payments. 
Farming is still me mainstay of the territory. Conditions improved in 1953 owing to timely rains and 
tliis should ensure maintenance of general business activity in the current year. 
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THE 1 EDHRATION OP' RHODESIA AND NYASALAND On September 3, 1953, the 
Federation of Rhodesia and Nyasaland came into being. This marks a great step in the history of these 
territories. Although the general economy of the country is, at present, relatively undeveloped, its 
economic potential is high and there is every reason to hope that with its combination of agricultural and 
mineral wealth, and growing industrialisation, the b'ederation will develop into a strong and well balanced 
economic unit. 

SOUTTIb:RN RHODESIA T he volume of general business during the past year showed a 
moderate decline, and turnover in the w’holesale and retail trades was lower than that ol the preceding year. 
Staple goods continue to command a sustained turnover but purchases of non-essential items have bceoine 
more and more selective. Wholesalers and retailers arc, nevcrllielcss, looking forward with eonlidcncc 
to more prosperous trading conditions as it is expCCtcd that the Volume of general business will expand 
under the impetus of the new arrangements enabling goods to move more freely between the federated 
territories. 

NORT HERN RHODIiSlA Most branches of the economy of Northern Rhodesia made progress 
and business conditions are expected to continue on a satisfactory level. 

NYASALAND ; — TTie external trade of the territory continues to develop and, with a sharp fall 
in the value of imports, the adverse trade balance w.as considerably reduced. 

EAST* AE’RIC'.AN T'hRRITORJES : — In Kenya the commercial community has withstood very 
well the setback caused by the state of emergency which arose from the activities of Man Mau elements. 

Development is still taking place, but tlic influx of capital from overseas has been on a considerably 
reduced scale and there have been feu new settlers. 

In the troubled areas business has Ikcii restricted but commitments continue to be met and the 
effect on wholesale bu'-ineo, has not been as seiii»uj as might have been expected. TTie C Colony’s adverse 
trade balance is slightly less than .a year ago but the cost of operations to deal with Mau Mau troubles is 
putting an excessive strain on the finances of the C.olony. 

'The reports and accounts were adopted. 


THE YORKSHIRE PENNY BANK LIMITED 

Jhkc 30, 1954 

LIABILlTIi.S 

Share capital authoriseil — 1,000,000 “ A ” ordinary shares of each, X.1^000,000 ; 


.T50,00() ordinar- shares of ^'5 each, X. L250,000 ; 500,000 ordinary jliarcs of >(,‘1 
each, ;4:^00,000— ^2,750,00(b 

Share capital issued — 1,000,000 “ A ” ordinary shares of £\ each, fully paid, 

/,T, 000,000 ; 250,000 ordinary shares of /;5 each, ^■3 paid, /:750,000 ; 500,000 

ordinary shares of /.'I each, fully paid, /'500, 000 £'2,250,000 0 C 

f Uncalled c:apital /i500,000' 

Reserve fund (including share premium account — £'1,000,000') 1,250,000 0 0 


Amount due to depositor.*, and other accounts (including reserves ami prtnisitm for 

taxation, £96,103,485 ; amount due to subsidiary companies, £108) . . . 96,103,593 0 0 


£99,603,593 0 0 

A.sja.TS 

Cash in hand, and balances with bankers £15,425,106 0 0 

British Treasury bills ‘ 6,190,255 0 0 

British GoverniriCnt securities — No undated stocks arc held ; ail have definite 
redemption dates and are redeemable at pur. The socuritie.'. are stated at an 
amount whicli is below both cost and redemption value, and umler the market 
value at June 30, 1954 54,945,640 0 0 


£76,561,001 0 0 

Loans to local authorities 14,024,133 0 0 

♦Advances to customers and other accounts 7,015,880 0 0 

Shares in subsidiary companies 108 0 0 

Bank premises and other properties, at cost, less amounts written olT . 2,002,471 0 0 

(Other properties have previously been included in the item marked *) 


£99,603,593 0 0 


September, 1954 
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The figures of the Returns are those of the Wednesday on which the Returns are dated but except when otherwise stated the dates of the change in the OfficiaJ 
Rate of Discount apply to the following day (Thursday). 

This figure includes H.M. Treasury Special Account. 
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.Area extended from July 1, 1947. t Area extended from May 5, 1947. t Area extended rrom June 9 , 1947 . 
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LONDON BANKERS* CLEARING-HOUSE RETURNS 


Month 


Town Clearing 

Cicncral Clearing 

Total for the Month 

1952 


c 

L 

£ 

July 


7,498,000,000 

2,395,000,000 

9,893,000,000 

August 


6,192,000,000 

2,141,000,000 

8,334,000,000 

September . 


6,799,000,000 

2,176,000,000 

8,975,000,000 

October 


7,438,000,000 

2,459,000,000 

9,897,000,000 

November . 


6,471,000,000 

2,338,000,000 

8,809,000,000 

December . 

1953 

January 


6,797,000,000 

2,357,000,000 

9,154,000,000 


8,745,000,000 

2,671,000,000 

11,416,000,000 

February 


6,938,000,000 

2,243,000,000 

9,181,000,000 

March . 


7,783,000,000 

2,436,000,000 

10,219,000,000 

April 


7,579,000,000 

2,342,000,000 

9,021,000,000 

May 


6,851,000,000 

2,480,000,000 

9,330,000,000 

June 


7,425,000,000 

2,323,000,000 

9,747,000,000 

July . . . 


8,709,000,000 

2,572,000,000 

11,281,000,000 

August 


6,465,000,000 

2,176,000,000 

8,641,000,000 

September . 


8,445,000,000 

2,401,000,000 

10,846,000,000 

October 


9,459,000,000 

2,649,000,000 

12,108,000,000 

November . 


7,641,000,000 

2,384,000,000 

10,026,000,000 

December . 


8,030,000,000 

2,627,000,000 

10,657,000,000 

1954 




January 


9,554,000,000 

2.734,000,000 

12,288,000,000 

February 


7,437,000,000 

2,351,000,000 

9,788,000,000 

March . 


9,639,000,000 

2,638.t>00,000 

12,277,000,000 

April 


8,583,000,000 

2,483,000,000 

11,066,000,000 

May 


9,675,000,000 

2,601,000,000 

12,276,000,000 

June 


10,918,000,000 

2,592,000,000 

13,510,000,000 

July , . . 


11,5 19,000,000 

2,806,000,000 

14,354,000,000 


SCOTTISH CIRCULATION RETURNS 


Avkragk 

ChRCUI.ATIOX AND COIN HhLD DURING THK l‘OUR WkKKS ENDKI) 



Saturday, Junk 26, 1954 






Average 



AuthorisoJ 

Average Circulation dating Four Weeks 

ended as above of Bank ot 

bnsland 

Namh op 

Bank 

• 

Notes and 



Cii dilation 


Coin held 
during Four 




upwards l^tider X,’5 

Totals Weeks ended 

as above 



c 

/; /: 

£ £ 

1 Bank of Scotland 


396,852 

: 8,2il,749 5,072,436 

13,304,185 13,745,292 

2 Royal Bank of Scotland 

216,451 

6,926,852 6,030,043 

12,956,895 13,680,608 

3 British Linen Bank 

438,024 

6,590,517 4,362,(72 

10,953,489 11,323,916 

4 Commercial Bank of Scotland . 374,880 

.10,785,409 6,386,669 

17,172,078 18,250,049 

5 National Bank of Scotland 

297,024 

6,907,737 4,429,521 

11,337,258 1 12,097,042 

6 Union Bank of Scotland 

454,346 

5,407,344 4,115,517 

9,522,861 9,881,219 

7 Clvdesdalc and North of Scotland 

14,972,710 6,082,831 

1 

Bank 


498,773 

21,055,541 1 22,186,450 

Totals 

. 

2,676,350 

59,822,318 36,479,989 

96,302,307 101,164,576 


Each of the Bankers named in the above Return, who have in Circulation an amount of notes 
beyond that authorised in their Certificate, have held an amount of Bank of England Notes and 
Gold and Coin other than Gold Coin not less than that which they are required to hold during 
the period to which this Return relates. 


September^ 1954 
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IRISH CIRCULATION RETURNS 

NORTHERN IRELAND 

Average Circulation and Coin held during the Four Weeks ended 
Saturday, June 26, 1954 







♦Average 

Name or Bank 

Authorised 

Circulation 

Average Circulation during Four Weeks 
ended as above 

Amount 
of Bank of 
England 
Notes and 
C^oiii held 






during I'our 



£5 and 

upwards 

nder jC5 

Totals 

W'eckf ended 

as above 


£ 

£ 

£ 

£ 

£ 

1 Bank of Ireland 

1705,887 

1,571,954 

260,675 

1,832,629 

1,218,265 

2 Provincial Bank of Ireland . 

1274,685 , 

1,248,382 

207,070 

1,455,452 

1,374,243 

3 Belfast Banking Company 

350,000 

1,084,358 

71,825 

1,156,183 

1.983,804 

4 Northern Bank 

244,000 

1,491,248 

78,755 

1,570,003 

1.906,615 

5 Ulster Bank .... 

290,000 

1,496,377 

95,881 

1,592,258 

1,824,998 

6 National Bank 

120,000 

581,368 

30,578 

611,946 

509,911 

Totals .... 

1,984,572 

7,473,687 

744,784 

8,218,471 

8,817,836 


Each of the Bankers named in the above Return, who have in circulation an amount of Notes 
beyond that authorised by the Bankers (Northern Ireland') Act, 1928, have held an amount of Bank 
of England Notes and Gold Coin and ( A)in other than Gold Coin not less than that which they are 
required by the 'Freasury to hold during the period to which this return relates. 


+ These amounts arc the latest amounts approved by the Treasury. 

* This column includes Bank of Bn^land Notes deposited at the Bank of Hnsrlami which» by virtue of Sec. 9 (1) 
of the Currency and Bank Notes Act, 1928, are to be treated as cold coin held by the Bank. 


Legal Tender Note Fund as at June 26, 1954 
Issue Account 


£ 5, J. 

Outstanding as at end of pre- 
vious week .... 67,006,243 0 0 

Issued during week ended 

June 26, 1954 . . , 757,494 0 0 


/:67,763,737 0 0 


£ s. d. 

Redeemed during week ended 

June 26, 1954 . . . 1,11 1,997 0 0 

Outstanding as at June 

26, 1954 . . . . 6b,(vl8,740 0 0 


/67, 763, 737 0 0 


FOREIGN BANK RETURNS 

BANK OF FRANCE 

Fiancs (OOO.OOO’s omitted) 




Private 

Discounts 


Advances 

ID State 



Deposits 

Date 

CJold 

anvi 

In Occupa- 

Treu^ury 

Fixed 

Spcei.'il 

Notes 



Advances 

tion Costs 

Advances 

Advances 

Advan*.es 



July 15 . . 

. 201,282 

1,281,070 

426,000 

195,000 

53,849 

163,200 

2,368,668 

1 13,460 

„ 22 . . 

. 201,282 

1,258,584 

426,000 

195,000 

53,849 

161,300 

2,338,051 

118,622 

s, 29 . . 

. 201,282 

1,292,032 

426,000 

195,000 

53,849 

172,600 

2,386,357 

132,621 

Aug. 5 . 

. 201,282 

: 1,309,190 

426,000 

195,000 

53,849 

170,000 

2,396,532 

121,416 

„ 12 . . 

. 201,282 

1,292,625 

426,000 

195,000 

53,849 

178,600 

2,365,762 

129,027 

1953 









Aug. 13 . 

. 200,187 

1,237,994 

426,000 

200,000 

53,982 

196,500 

2,180,495 

211,208 
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FOREIGN BANK RETURNS— 

U.S. FEDERAL RESERVE BANKS 

Dollars (000,000*s omitted) 




Total 

1‘oial 

Total 


ToUl 

Total 


Date 

Gold 

Cash 

C7.S. Govt. 

Bills and 

Reserves 



Reserves 

Rcscrvc-s 

Securities 

Advances 

July 

14. 

21,242 

362 

24,902 


24,986 

51,128 


21 . 

21,245 

557 

24,714 


24,809 

50,635 


2.S. 

21,220 

325 

24,517 


24,738 

50,108 

Auv^nst 

4. 

21,218 

502 

24,325 


24,496 

49,820 


1933 






50,668 

AuKiisl 

3. 

21,035 

337 

24,964 


25,527 


Date 

E.U. Notes 
in 

Circulution 

Aiember Dank 
Reserve 
Deposits 

Cyovern- 

roent 

Deposits 

'rotal 

Deposits 

Excess 

Member Pank 
Reserve 
Deposits 

Reserve 

Ratio 

% 

July 

14 

23,073 

10,032 

557 

20,780 

756 

45-7 


21 

2-^, 374 

19,141 

5 36 

20,708 

797 

45-9 

11 

2.S 

23,406 

19,1 56 

548 

20,631 

757 

460 

August 

4 

23,354 

18,733 

(Yll 

20,363 

1,051 

46 2 


193 S 







August 

3 

23,88 3 

19,614 

460 

20,963 

664 

44 9 


U.S. FEDERAL RESERVE BANKS AND TREASURY 
c:OMBINED 



M<inctarv 

Treasury 

Money 

Treasury C'ash and 

Date 

( 7old 

and Bank 

in 

Dept)'iits with 


SkkV, 

Currenev 

Circulation 

r.R. Banks 

July 14 . 

21,929 

4,958 

29,981 

1,367 

„ 21 . 

21,931 

4,958 

29,834 

1,344 

„ 28 . . 

21,907 

4,959 

29,776 

1,360 

Augiisi 4 . 

21,908 

4,959 

29,893 

1,483 

1953 

August 5 . 

22,227 

4,858 

30,139 

1,736 


GERMANY 


(aLMBINFI) 

Ri;n;RN 

OF THli 13aNK 

Dj.r rsoiiFK Lakoi.r and iHh I.and 
( ii' 13M miiiioii') 

(^.liNTRAL 

Banks 

I hue 

Gold 

C' red it 
Balances at 
I*oreij>:ii 
Banks, 

I’tireiRii t !ash. 
Bills and 
Chetiiies 

Inland 

Bills 

of 

r.xchanRe 

Advances 

and 

Short-'l’eiTn 
l.eiulinps to 
the Eedera! 
(Tovernment 
and other 
l*ublie 
Authorities 

Bank Notes 
in 

Cireulat'on 

Bank 

Deposits 

Non-Bank 
Deposits * 

Julv 13 

1,837-9 

8,177-3 

1,871-5 

142-6 

10,843-7 

2,670-4 

6,308-8 

„ 23 

1,964-2 

8,104-4 

1,788-0 

171-4 

10,518-6 

3,088-0 

6,346-5 

.31 

2,006-3 

8,177-1 

1,737 0 

168-8 

11,732 0 

2,632-2 

5,555-9 

Aug. 7 

2,048-4 

8,211 0 

1,678-2 . 

175-2 

11,138-8 

3,379-0 

5,367-2 

14 

2,132-7 

8,186-3 

1,632 7 

179-9 

10,861-8 

2,931 0 

_ 6,097-9 

1953 








Aug. 15 

987-7 

5,926-7 

1,580-9 

181-7 

10301-1 

2,335*1 

— 


* 'I'hcite figures include purchases of Equalisation Claims by l^iblic Authorities. 


September, 1954 
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INSURANCE AND ACTUARIAL RECORD 

Yorkshire Insurance Company 

excellent set of accounts is submitted by the Yorkshire Insurance Company in 
AA respect of 1953. In his review at the annual general meeting, the Rt. lion. Lord 
^ Middleton, M.C., the chairman, said : “ The year i953 was a good one for us ; we 
arc able to report a record achievement in several departments. Never have we had so 
large a net life, fire or accident income. Never have all our funds — life, fire, accident or 
marine — stood higher. And most important of all — for stability must keep pace with 
progress — ^never have our reserves been stronger than to-day.” 

In the life department, 7,419 policies of life assurance were issued for net sums 
assured of £\^^'I>5\y202, compared with 6,648 policies assuring £16,381,416 in 1953 
and 6,149 policies for sums assured of £14,787,686 in 1951. The new business for the 
year produced a new annual life premium income of £578,851, and the total life premiums 
w^erc advanced to £3,138,997. Annuity considerations brought in £1,016,970, and net 
interest income w^as higher by £115,019 at £1,010,166. The gross rate of interest 
earned on the fund, excluding reversions, worked out at £4 10s. 5d. per cent., against 
£4 9s. Id. per cent, in 1952 and £4 6s. 6d. per cent, in 1951. Income for the year 
in the life account exceeded outgo by £2,951,491 to w^hich extent the life fund was 
advanced to £27,369,064. 

Premiums in the sinking fund and capital redemption account were £27,941, 
consideration for imnuities-ceriain, £1 18,964, and net interest income brought in £77,298. 
The fund at the year-end was £3,082,244. 

The lire account reflected the general market experience in a slow* ing- down of the 
rapid growth in income wdiich has been a feature in recent years. Fire premiums of 
£4,169,185 compared wath £4,084,513 and £3,577,169 in the two preceding years. 
Notwithstanding fire w^astage in the United Kingdom on an unprecedented scale, heavy 
damage resulting from the East Coast floods, and devastation by fire and w^indstorm at a 
record level in the United States, the loss ratio over the whole account was under 46 per 
cent. The account showed an imdcrwriting profit of £450,471, of which £431,499 was 
taken to profit and loss. The fire fund, at £2,671,386, was equivalent to 64-1 per cent, 
of the premium income. 

Premiums in the accident account were higher by £859,743 at £7,392,864. The 
underwriting experience in connection with motor insurance, w4iich forms a ver}' sub- 
stantial part of the accident account, was unfavourable in the United States and elsewhere, 
but other classes of business included in the accident and general account produced a 
reasonable margin of profit. After allocating 51 per cent, of the increased premium 
income to unexpired risks reserve, there remained an underwriting surplus of £160,884, 
of which £157,232 was transferred to profit and loss. The fund, at £3,150,670, 
represents 42-6 per cent, of the premium revenue. 
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YORKSHIRE INSURANCE COMPANY 


Marine income was £1,943,810, against £2,034,090 in 1952, and reflected a policy 
of caution and restraint under current market conditions. Nationalistic movements 
tending to divert insurances to foreign and less experienced markets also contributed 
to the reduction in premium income. The account contributed £150,000 (against 
£200,000 a year ago) to the year’s profit total, and the fund was advanced to £3,223,289, 
at which ligure it represented 166 per cent, of the premiums for the year, following ratios 
of 155*3 per cent, and 150*4 per cent. The chairman expressed his confidence that the 
strengthened marine fund will be more than sufficient to stand such strains as it may 
have to meet until sounder conditions prevail. 


A comparative summary of the company’s operations is set out below : — 



195} 

1952 

1951 


L 

£ 

£ 

Fire insurance surplus 

431,4^9 

530,601 

430,118 

Accident and general surplus 

157,232 

180,792 

53,419 

Marine insurance surplus .... 

150,000 

200,000 

250,000 


£738,731 

jC91 1,393 


I-ifc proiits 

Profit of National Safe Deposit and 'I'rustcc 

2 1,378 

56,418 

16,520 

Co. Ltd 

8,317 

10,985 

9,005 

Revenue frimt trustee department 

6,256 

4,942 

6,165 


X;776,682 

£983,738 

£765,227 

Expenses charges to profit and loss account 

72,050 

61,505 

54,938 

Overseas taxes 

296,866 

340,633 

311,233 

220,142 

United Kingdom taxes 

287,059 

439,910 

'I'rading Profit 

Final propi^rtion f)f profits (^f newly acquireil 

£120,707 

^141,690 

£178,914 

subsidiary — applicable to vendors 

2,703 

19,378 

— 

Net trading profit 

£118,004 

£122,312 

£178,914 

Net interest earnings 

278,993 

241,624 

199,841 

Available for distribution .... 

£396,997 

^'363,936 

£378,755 

The following tabic shows the disf)osal of the surplus 

available for distribution 


1953 

1952 

1951 


£ 

£ 

£ 

Staff pension fund 

75,000 

.100,000 

85/300 

Transferred t<' investment reserve 

125,000 

100,000 

100,000 

Transferred to tire insurance ac count . 

50,000 

100,000 

50,000 

Transferred to accident account . 
Transferred to marine account (subsidiary 

— 

25,000 

25,000 

company) 

10,000 

— 

— 

Dividend 

132,003 

124,895 

96,304 

Added to carry-forward .... 

4,994 

85,959 

22,451 

Dividend, less tax, per jfl paid-up capital . 

16.9. 

165. 

125. 6d. 


Consolidated assets total £49,084,641 against £46,506,593 a year earlier, and include 
British Government securities at £13,519,908 (against £12,365,927) and other invest- 
ments at £13,613,168 (against £13,012,333). Mortgages arc shown at £6,927,700 
(against £7,040,539), and property including oflice premises at £3,436,530 (against 
£3,459,712). There is a cash item of £2,723,218 (against £2,501,803). The paid-up 
capital is £300,000, and the funds include a general reserve (capital and revenue) of 
£1,702,871 (against £1,700,139). It is certified that the balance sheet assets are, in the 
aggregate, in excess oi' the value stated. 


September y 1954 
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Norwich Union Insurance Societies 

With an increase of /^5,86552145 new life sums assured written by the Norwich 
Union Life Insurance Society last year were taken well over the £50 million mark to 
£53,248,524. In addition, pension scheme deferred annuities were granted for a capital 
value of £29 million, which exceeded the 1952 figure by over £17 million. The salis- 
faaory results of the first two years of the current quinquennium is evidenced by an 
increase of 3^. per cent, per annum in the rates of interim bonus payable on all full-profit 
policies becoming claims by death or maturity on or after January 1 last. 

During the year the society had over £14 million to invest, and Sir Robert Bignold, 
the President, told members that in the selection of investments, as in all their w^ork, the 
directors regard themselves as trustees for the society’s policyholders at home and 
overseas. The consideration of the suitability of an investment therefore rests in the 
first place on whether or not it is in the interest of the policyholders as a whole. At the 
same time national interests arc kept in mind, and, provided suitable forms of investment 
are available, it is considered in the best interests of the policyholders to select those 
investments which serve to assist the economy of the countries in which the society 
operates. By way of example, the president mentioned £45 million loaned by the 
society since 1945 to individuals in various countries for the purchase of their own homes. 
Re-equipment and extension of plant for British industry involve capital costs far beyond 
anything that could have been foreseen a few years ago. With the reduced amounts 
coming forward from individuals under the present weight of taxation, a special responsi- 
bility is laid on the financial institutions such as the Norwich Union Life to make their 
funds available on appropriate terms for these all-important tasks. The society’s interest 
in debentures, preference and ordinary stocks rose last year by £2,230,390 to £10,070,701, 
at which figure it represented 30-8 per cent, of the total Stock Exchange investments. 

Total premiums and considerations in 1953 amounted to £16,221,289, against 
£13,451,616 in 1952, and interest income, after deduction of tax, was higher by £368,834 
at £3,568,190. 'fhe average gross rate of interest earned was £4 1 b. lOt/. per cent., 
compared with £4 lb. M. per cent, in 1952 and £4 85 . Ad. in 1951, tlie corresponding 
net rale being £4 0^. 9d. per cent., following £4 O 5 . Ad. per cent, and £3 17^. 8d. per 
cent, in the two preceding years. Total outgo was £10,068,444, against £9,265,421 in 
the previous year, and the funds total rose in the year from £94,470,514 to £104,567,553. 

Balance sheet assets of £107,293,204 show an increase of £10,259,667. Mortgages 
and loans appear at £51,222,189 (against £48,509,564 a year ago). British Government 
securities at £15,491,780 (against £11,520,078), and other Stock Exchange sccTirities, 
£17,159,256 (against £14,354,699). Real estate and house property represent a total of 
£13,732,815 (against £13,178,174) and shares in the society’s subsidiary company— 
Norzoich Union Fire Insurance Society — ^are shown at £6,088,174, as valued at date of 
acquisition. 

Total premiums of the Norzoich Union Fire Insurance Society in 1953 w^ere higher 
by £75,840 at £14,634,800, being £6,450,300 (against £6,604,715 in 1952) in the fire 
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department, ;C7,01 3,296 (against £6,567,811) in the accident account, and marine 
premiums of £1,171,204 (against £1,386,434). In the fire and accident accounts the 
combined underwriting profit was £1,293,857 (against £928,051), of which amount 
£1,171,886 (against £921,558) was taken to profit and loss. The combined trading 
reserves of these two accounts, at £6,604,431, show an increase in the year of £363,400. 
A reduction in marine income was in line with the general experience of insurance 
operators in the marine market. The president observes that the difficulties encountered 
in 1953 are spreading into 1954 and if they do not lessen, the society’s results from marine 
underwriting are bound to be again affected. A transfer of £75,000 (same) is made to 
profit LUid loss, and the strength of the marine fund left unimpaired at £1,819,672, or 
155-4 per cent, of the total net premiums. 

Net interest income brought in £289,922 (against £242,807) making an available 
total of £1,536,808 (against £1,239,365), and a net profit for tlie year of £674,823 (against 
£706,505) after providing for taxation and expenses. The net dividend for the year 
accruing to the Norwich Union Life absorbed £193,600 (against £161,700) and, after 
sundry allocation to reserve, there remained a balance forward of £334,775 (against 
£328,552). Assets total £21,026,244 (against £19,452,442 a year ago). 


Insurance Notes 


oLOBAi. INCOME Gi.ouAL prcmium income from all classes of business transacted 
OF BRITISH by British insurance companies during the past year amounted to 

OFFICES £965 million, some £40 million more thtm the previous record set 

up in 1952. Mr. J. W. J. i.evien gave these figures at the annual meeting ol'the British 
Insurance Association, and told members that this continued expansion was the more 
noteworthy when the acute inflationary condiuons that obtained during the period of 
peak post-w^ar expansion were compared with the more stable economic climate of 
1953. Totals for the past tw'o years in the main classes of insurance were : — 


Nkt Premiums Written 


1953 1952 

L £ 

I4re 210,421,000 208,094,000 

Accident 288,448,000 266,766,000 

Marine 60,743,000 67,539,000 

Ordinary Lite 279,086,000 260,745,000 

Industrial I. ife 127,073,000 122,324,000 


'I'otal. /;965,771,000 /;925,468,000 


Almost half of the total premium income in 1953 was derived from overseas markets, 
and Mr. Levicn said this is encouraging evidence of the conunued goodwill which British 
insurance companies enjoy abroad. 


September^ 1954 
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BUSINESS OF Lloyd's underwriters have, through the Committee 

LLOYD*s of I.loyd’s, deposited returns with the Board of Trade showing the 
UNDERWRITERS busuicss Written in the different types of insurance. The 

accounts arc drawn up in accordance with the forms prescribed in Statutory Instruments 
1950 No. 533, and presented on a three-year basis, the account for each particular year 
being kept open until the end of the third year, and then closed by making provision for 
outstanding liabilities. The chief interest in the accounts now submitted centres there- 
fore on the underwriting year 1951. 

For the purpose of compiling the statements all foreign currency premiums and 
claims (excluding those received and paid in the United States and C’anadian dollars) 
arc converted into sterling at the prevailing rates of exchange. In the case of premiums 
received and claims paid in the U.S. during the past three years, an exchange rate of 
2*80 dollars to the £ has been adopted. In the case of (Canadian dollars the rates adopted 
were 2*83 to the £ for the 1951 account ; 2*72 for the 195? account ; and 2-74 for 1953 
account. 

The 1951 account, now closed, reveals premiums of 195,624,592 (against 
£178,290,992 for the 1950 account closed a year ago). The total consisted of £95,741 ,335 
(against £84,250,220) in respect of marine, aviation and transit business, £94,110,434 
(against £89,022,662) in respect of miscellaneous non-marine business, and motor 
insurance premiums of £5,772,823 (against £5,018,110). Net interest on the under- 
writing funds and other credits brought into the 1951 account totalled £2,442,271, making 
a total income for the 1951 account of £198,066,863. A profit balance of £18,399,598, 
or 9*4 i^er cent, of the premiums, was earned on the 1951 account, compared with 
£13,087,990, or just over 7 per cent, of the premiums on the 1950 account. 

'Fhe combined first-year premiums on the 1953 account were £147,306,556, com- 
pared with £146,833,701 and £128,044,584 in the rv\o preceding years. In addition, 
a small amount or short-term life assurance was transacted, premiums in respect of which 
amounted to £10,683 in 1953. 

'fhe 1952 and 1953 accounts will not be closed until the end of 1954 and 1955 
respectively. 


FRIENDLY ^ gcncral section of the annual report of the Chief Registrar 

SOCIETY of briendiy Societies — the first to have been published since 1937 — 
FUNDS shows the combined savings of members to have increased in the period 
1937-1952 inclusive from £1,658 million to over £3,448 million, and membership to 
have advanced from under 125 million to over 155 millions. On the other hand, the 
total number of societies has dropped from 30,316 to 24,826. I hc group includes 
friendly societies, industrial assurance companies, building societies, industrial and 
provident societies, trade unions, loan societies, railway savings banks, superannuation 
and other trust funds. I'hc report points out that a considerable amoimt of duplication 
in the figures tor membership and funds is unavoidable, since the same person may be a 
member of a friendly society, a co-operative society, and a trade union, a shareholder 
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in a building society and the holder of one or more policies in an industrial assurance 
office. Adjustments have been made so far as practicable in compiling the figures of 
funds to eliminate duplication due to inter-investment and other causes. 

A feature of the report is the growth shown in the number and size of superannuation 
funds. In 1937 there were 281 funds on the register, with employers’ contributions 
totalling £21 million imd employees paying /^l-8 million. By 1952 the number of 
funds had advanced to 438, at a cost to employers of £13 million and to employees, £1 
million. Total pension funds at the end of 1952 amounted to £257 million, compared 
with £75-8 million in 1937. 

Trade union funds rose in the period from £18-5 million to roughly £65-5 million. 
The number of trade unions fell in the 15-year period from 528 to 506, but membership 
increased from 4*7 million to 8-5 million. 

Membership of building societies showed a steady rise from 2 million to 2-5 million, 
and, despite a fall in tlic number of societies from 977 to 796, total funds increased sharply 
from £698-8 million to £1,452-4 million. 

The only decrease shown in die report is in the funds of certified loan societies. 


A RECENT meeting of N.S.W. exporters asked the federal Depart- 
QEMAND FOR Hicnt 01 Commcrcc and Agriculture to draft an msuriuice scheme to 
CREDIT cover credit and political risks in overseas trade. It was pointed out 

iNSURANCE .... , ... ..... 

that similar guanmtee schemes operated m other countries, mcludmg 
Britain and Canada. It is understood that Government departments are now negotiating 
in drawing up a scheme. 


The considerable improvement in tire damage figures for the 
fi're'd^'iI7^e Kingdom and Eire which took place in April and May of this 

year was not held throughout June, the total for that month being 
£2,020,000 compared ivith £1,453,000 and £1,326,000 in the tw^o preceding months. 
The June figure includes two major outbreaks — one at a textile warehouse in Man- 
chester, estimated at £200,000, and another at transit sheds and fruit stores in Dublin, 
estimated at £110,000. 

The total wastage by fire during the first half of 1954 is estimated at £12,889,000, 
compared with £11,963,000 for the corresponding period of 1953. As pointed out in 
The Times, this steady climb in ihc figure for total fire damage is in spite of a levelling off 
of values generally over the past 12 months and also, in some trades at any rate, of a 
reduction of stocks. It is certainly true that the scale of fire damage is heavier than it 
should be, and it has to be remembered that these estimates are of direct damage only ; 
the estimates of coni.equential or indirect losses, which often inflate considerably the 
final cost, will not be known for some time. 


September, J954 
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Legal and General With-Profit Rates. Now that the society 
ASSURANCE has re-entered the field of normal with-profit life business, new leaflets 
FEATURES made available setting out the benefits which policyholders in the 

new class might reasonably expect to receive. Examples are given showing sums 
assured at maturity assuming the allotment of a compound reversionary bonus at the 
rate of 37s, 6d, per cent, per annum. 

The Life Assurance prospectus, which has been re-issued to include the new 
with-profit policies, sets out under convenient headings the information which the 
prospective policyholder is likely to seek in his initial enquiries. Below are specimens 
of the new with-profit rates : — 


Whole Life Assurance 
Annual premium to secure £100 at death 


Age not 

Payments throughout 

Payments ceasing 

Payments ceasing 

exceeding 

life 

at age 65 

at age 60 


£ s. d. 

£ s. d. 

£ s. d. 

20 

2 0 11 

2 5 3 

2 7 10 

25 

2 5 1 

2 10 11 

2 14 6 

30 

2 10 1 

2 18 1 

3 3 4 

35 

2 16 3 

3 7 8 

3 15 7 

40 

3 4 0 

4 0 11 

4 13 10 

50 

4 9 10 

6 17 3 

9 9 0 


liNDowMENT Assurance 


Annual premiunt to secure £100 at end of selected term, or at previous death 


Age not 

lO-ycar term 

15-ycar term 

20-year term 

25-ycar term 

exceeding 

£ s. d. 

£ s. d. 

£ s. d. 

£ 

s. d. 

20 

10 15 9 

7 3 7 

5 5 8 

4 

5 2 

25 

10 15 10 

7 3 10 

5 5 11 

4 

5 7 

30 

10 16 0 

7 4 1 

5 6 5 

4 

6 3 

35 

10 16 5 

7 4 10 

5 7 4 

4 

7 6 

40 

10 17 3 

7 5 11 

5 8 11 

4 

9 8 

50 

11 1 0 

7 11 4 

5 10 0 

5 

1 7 

A leaflet entitled 

“ Exit a Key Man ” is issued by the Prudential and sets 


main advantages to an employer of providing for the retirement of a valued employee 
by means of a persona) pension policy. In the example it is suggested that in respect 
of a man earning £700 a year, the employer should put aside £50 a year. This is shown 
to provide £1,389 for the purchase of an annuity at age 65, this aimuity being guaranteed 
at not less than £119 ISs. 4d. Alternatively up to 25 per cent, of die proceeds could be 
taken as a lump sum and the amount of the annuity correspondingly reduced. 

The Phoenix Assurance Company announces an interesting prospectus entitled 
“ Personal Retirement Pension for Men.” This company’s scheme has been designed 
to assist people who have to make their own provision for a pension on retirement and has 
particular appeal to those in business on their own account, to partners, and to controlling 
directors, who cannot under present legislation receive the advantages of a pension 
arrangement such as is available to employees. Immediate life assurance benefit is 
included so that provision is made for dependants in the event of death before the pension 
age, and the premiums are eligible for relief of income tax. For a male life aged 35 next 
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birthday an annual premium of £98 6^. lOd, would provide from age 65 a pension of 
£250 per annum tax-free and guaranteed for 15 years certain, followed by £250 per 
annum subject to tax for remainder of life. Alternatively, a cash sum of £3,661 can be 
taken at age 65. Quotations in respect of female lives are not included in the prospectus, 
but will be given on request. 


Compensation payments of all kinds made in England and Wales 

DAMAGES ‘ _ _ 

AGAINST by National Health Service hospital authorities amounted to £7,560 
HOSPITALS from inception of the scheme to March 31, 1949, but for the four 
following yeais payments were £23,636, £38,556, £106,574 and £152,590. These 
payments resulted largely from claims for damages for neglect or inefficient treatment. 
Giving these figures in the House of Commons, the Minister of Health repudiated any 
suggestion that the figures were evidence “ that under State control the health services 
break down when people are relieved of personal responsibility. The figures are rather 
an indication of a changed attitude on die part of hospital patients, the fact being that 
each successive award of damages encourages other people to imagine that thousands of 
pounds are awardetl for comparatively trilling disabilities. It has been questioned in 
insurance circles whedicr the law governing the responsibility of medical authorities, as 
defined in (iourt decisions over recent years, is developing in a manner conducive to the 
public interest. It will certainly be a bad day for all and sundry when a surgeon refuses 
to take a chance in a desperate case for Icar of a damaging legal action should lie be 
unsuccessful. 


The Post Magazine and Insurance Monitor draws attention to 
iNsuR^cEs some of the problems which the insurance industry will have to ponder 
and resolve as a result of the advent of the atomic age, and quotes a 
statement made by the general manager of the General Electric Company in the United 
States to the effect that industry was “ unable to obtain adequate atomic risk insurance.” 
Before the Joint Congrc'ssional ( Committee of Atomic Emcrg\^ he said it is entirely possible 
for damage to exceed the corporate assets of any given contractor or insurance company, 
and that for the lime being at least his company would continue to be unable to obtain 
private protection from any source cither in the United States or abroad, and that the 
inability of private business to insure against atomic risks will provide a very serious 
obstacle to substantial private development of atomic energy. It would appear he had 
principally in mind the liabilities which producers or users of atomic energy materials, 
such as radio-active isotopes, may incur to third parties. He said that no matter how 
careful any one in the atomic energy business may try to be, it is possible that accidents 
may occur for wliich that person will be deemed legally at fault, with resultant liability 
imposed on him. Indicating that a catastrophe hazard must be visualised, he advocated 
that the Government should make some provision beyond the extent that the insurance 
industry can, and will alford protection to safeguard both industry and innocent people 
against the kind of catastrophe which he hoped would never come. 'Fhe Spectator^ an 
American insurance journal, sought the opinions of a number of insurance company 
executives upon thic problem, and found opinion fairly evenly divided between on the 
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one hand the insurance industry facing the problems in reliance upon its own resources, 
and on the other seeking some form of excess reinsurance protection from the Govern- 
ment. It is the hazard of contamination by radio-active substances which appears to 
have caused most concern. Such contamination, if extensive can, apart from causing 
injury to health and death itself, put a factory out of operation for a long time, and 
decontamination may prove a difficult and costly process. 


Scientists and others engaged in atomic research desirous of 

LIFE ASSURANCE . ° 

AND ATOMIC assuriiig their lives are faced with the nrospect of a higher premium 
RESEARCH charge as a result of their occupation. The extra imposed may be 
upwards of, say, lOi'. per cent., and chargeable for a period of from five to ten years, 
according to the class and term of policy required. It is understood, however, that 
individuals so employed can apply to the Ministry of Supply to be re-imbursed for ihe 
additional premiums they have paid. Such arrangements for the refundment of addi- 
tional premiums have operated with eflect from June 1, 1949. 


A CAPITAL reconstruction scheme, involving the capitalisation of 
ASSURANCE /,'4J milUon from reserves, is announced by the Alliance Assurance 
CAPITAL SCHEME Xlic cxistiug ^‘1 milUon capital consists of 250,000 

“ original ” shares of £20 each, £2 4^. paid-up, and 450,000 “ new shares of £1 
each, fully paid. Both classes carry the same rights on dividends, participation in assets 
and voting. While holders of the “ original ” shares, therefore, have a heavy contingent 
liability in respect of unpaid capital, a call-up would not increase their proportionate 
interest in the equity. It is proposed to pay up this contingent liability ; to increase the 
resulting fully paid capital of /;5, 450, 000 to £5J50.QC0 ; and to redistribute tlie revised 
capital so that the original ” shareholders will have eight £\ fully paid shares for each 
“ original ” ^^20 share, £2 4s. paid, and the ‘‘ new ” shareholders will have 8.‘, shares 
for each present £l fully paid “ new^ ” share. Some compensation is considered due to 
holders of the “ new ” shares in recognition of the more favourable po.^ilie■.' of their fully 
paid shares as rcficcted in the stock market price. The consent ol’ the (lajfiial Issues 
C'ommittee has been obtained to the issue of the necessary shares, and it is intended to 
convene the necessary meetings for approval in October next. 

No material increase in the amount to be distributed by w ay of dividend is at present 
contemplated, 'fhe intention is to declare an interim dividend, payable in January, 
of 12.V. per share on the existing capital, against iO.v. a share last January, and a final 
dividend, payable in July, 1955, of is. Oil. a share on the revised capital, against I4s. on 
the old capital last July. 

Apart from creating a balance between the rights of the two classes of shareholders, 
the proposed scheme will bring the capital, which has not changed since 1905, more into 
line with the great increase in the company’s resources, and the very considerable expan- 
sion of its activities. 

The announcement caused a sharp rise in the com]'»any’s shares ; the “ original ” 
£20 shares, £2 4s. paid, rose by £4 to £30, wdiile the “ new ” £l fully paid shares rose 
by £3\ to £36\. 



298 


INSURANCE APPOINTMENTS, ETC. 


Other insurance companies who have recently carried through capital schemes 
include the Atlas Assurance, Employers^ Liability, General Accident, and Royal Exchange, 


The 1954 edition of Savory'* s Insurance Share Annual gives its 
share'anituial. review of the industry as a whole, and comparative figures 

over the past 10 years in respect of some tliirty representative companies. 
Influenced by an all-round increase in interest earnings, by good underwriting results, 
increases in dividends, capitalisation of reserves, and by splitting of shares, as well as by 
cheaper money, the market in insurance shares has been strong, and there has been a 
general rise in values. Despite increased dividend payments by the majority of companies 
in 1952, tlterc were many dividend increases for 1953, roughly two of every three 
companies included in the Annual making higher distributions. 'Fhc Annual includes a 
10-ycar record of price movements of life assurance shares, while insurance debentures 
and insurance preference shares are the subject of a special table. 


Insurance Appointments, etc. 

Allianci- Assurance Company. — The Rt. Hon. Oliver Lyttelton, D.S.O., Ai.C., M.P. and 
Mr. Gavin Astor hav'c been appointed directors. Major The Hon. Sherman Stoner has been 
appointed a member of the Strand branch local board. It is also announced that Alajor Nornuin 
livcrett, J.P., a member of the Ipswich branch local board, died on June 16. 


Britlsii Law Insurance Company. — Mr. J. K. Lawson, LL.B., has been appointed to the 
scat on the Brighton and South C^iast local board. 


London & Lancashire Insurance Company. — Sir Dudley MeCorkcll, M.B.E., D.L., J.P., 
has been elected chairman of the Belfast local board. Mr. W. Craig Gardiner, F.C.A.,has been 
appointed a local director. 
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Convertibility Problems 

By Roy Harrod 

Christ Church:, Oxford 

T IIK path of virtue docs not always run smooth. In many respects the present 
situation is propitious for a restoration of the convertibility of sterling. The 
British external balance has been favourable ; the world balance against tlic 
dollar area has been favourable, even if we exclude economic “ aid ” and the provision 
by the United States of military end items ; it has depended, it is true, on overseas 
expenditures by the U.S. and offshore procurements, but the flow of these has seemed 
likely to continue unabated for at least anotlicr two or three years ; few think that the 
American authorities will allow their economy to run into a steep recession at a time when 
the high level of domestic defence expenditure makes it comparatively easy to prevent 
one ; the modest recession that recently occurred has not had calamitous elFects on the 
non-dollar world. By the re-establishment of coimnodity markets the British have 
taken steps to make sterling convertible for some purposes without untoward results ; 
sterling has been strong in free markers. 

As against all this the French vote on E.D.C. has been a set-back. Until new 
arrangements are made that are commonly deemed to fill the gap adequately, there 
will be uncertainty about the continued flow of U.S. defence expenditures overseas ; 
any diversion from Europe, where the central core of the dollar problem is located, 
would be awkward. We may hope that matters will be patched up in a way favourable 
to Europe. But there will be a period in which uncertainties are too great to allow of a 
major move like the restoration of sterling convertibility to be undertaken. A General 
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Election also casts before it, for a certain distance, a shadow of uncertainty. I am 
confident that if a Labour victory occurred at a time when convertibility was already 
an established fact, the new Government would do its best to support the policy, seeing, 
as it would, how much depended, for the Commonwealth and for the British standard 
of living, on its success. But it might be politically impossible for Labour leaders to 
give such an undertaking in advance, and, failing a decisive statement by them, the world 
would remain uncertain. In the period immediately following the restoration, the 
boat is bound to be heavily rocked. That will have been foreseen and prepared for. 
But it would not do to have a season of Election campaigning, with its exaggerated and 
often irresponsible statcmcnls, fall within that period. Thus there is a very nice 
problem of liming. 

Amid those short-period perplexities it is always salutary to remind ourselves of 
basic issues and to clear our minds about the objectives and mode of operation of the 
system that we envisage when we use tlic word “ convertibility.” All the more so, if 
fundamental thinking still needs to be done. The problem of convertibility is not 
simply that of attaining conditions that will make a return to it possible, but of developing 
in new circumstances and with new objectives a system of managing our monetary 
affairs that shall be relatively stable, relieve us of recurrent crises, carry its own criteria 
for guiding day-to-day policy and be, so far as is possible in the world of to-day, perma- 
nent. And if we are anxious to move over from our existing system to a convertible 
system, that is largely because we know that our existing system, which at times appears 
to be jogging along suiiiciently comfortably, cannot be permanent. If a widespread 
scepticism developed about our resolve finally to return to convertibility, the existing 
system would begin to deteriorate. 

'fhe old system of convertible sterling had its heyday before 1914, but operated also 
between 1925 and 1931. Although sterling was the foremost currency in international 
dealings and was in truth a world currency, we maintained its convertibility on the 
basis of a very narrow, one might almost say microscopic, gold reserve. This was a 
conscious and deliberate traditional policy. But we had a secondary reserve of large 
dimensions consisting in the volume of our short-term overseas loans on I.ondon bills, 
vdiich could be rapidly reduced by a rise of the Bank rate. Any temporary imbalance 
in our external payments could be rectified wiiii great speed and cflicicncy. "J'his was 
excellent. 

But the establishment of high interest rates miglit have a depressing clfect on 
business at home, causing serious unemployment ; it was on this feature of the gold 
standard that Keynes made his classic attack. I’here arc those nowadays who doubt 
if monetary stringency has as strong an cflect on activity and employment as used to be 
supposed, and these might question whether the raising of the Bank rate together with 
all its financial consequences were really responsible for the bouts of depressed activity 
and unemployment that used to occur. Even if that is correct, it can still be held as an 
indictment against the old system tliat it contained no corrective against tlie generation 
of massive unemployment through a decline of foreign trade activity. The first impact 
of a shrinkage in overseas markets would be looked after by the reduction of lending 
abroad (via the higher Bank rate) ; then the country would swing into a condition of 
depression to match the depression occurring overseas ; the consequent reduction in its 
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need for raw materials and in the availability of incomes for spending would reduce 
imports in line with the fall of exports, and a rough balance of external payments would 
thus be achieved automatically. 

In cannot be too much stressed that, convertibility or no convertibility, there is 
now no question of a return to such a system. All parties envisage that in the event of a 
depression developing overseas, whether originating in the United States or elsewhere, 
wc should apply correctives to sustain employment here ; our activity would not be 
allowed to swing down to match what was proceeding abroad ; still less would active 
deflationar>^ measures be employed. It is true that there is still occasionally to be heard 
in certain circles talk of the “ old medicine ” ; those are nicre idle words ; responsible 
persons know that ; any attempt to apply the “ old medicine ” to-day would be the 
surest recipe for getting full-blooded socialism tomorrow, 'fhe system for securing 
our external balance by keeping resources idle is recognized as uneconomic, irrational 
and unacceptable. It must not be supposed that rejection of the old medicine ” is 
merely a matter of political expediency. Might it not be worth while, it is sometimes 
plausibly argued, to let national income run down for periods from time to lime, if that 
were the price of getting a system that worked smoothly and automatically ? 'fhat 
question might be worth considering seriously if the loss of income were widely diffused 
and evenly borne ; but unfortunately those thrown out of w'ork are particular people, 
many with dependent families. Such a victimization of the few is now rightly rejected 
by the social conscience. 

Thus the system underlying, as distinct from the mere fact of, convertibility, will 
have to be different in certain fundamental respects from that of olden times. In the 
period from 1931 to 1939 wc lived under a somewhat difterent system. Sterling was 
inconvertible, but marketable at a freely floating rate, which was how^ever heavily 
doctored by the authorities. (Sterling w^as ahvays considered at that time to be incon- 
vertible,” but by the new-fangled jargon by witich some propose that sterling should 
be made “ convertible at a freely-floating rate ” wc are invited to reverse the usage of 
many generations and pronounce sterling to have been convertible during the classic 
periods of inconvertibility.) In 1931 we were driven helter-skelter off the gold standard, 
partly because an important section (the German) of our external reserve was iimnobi- 
lizcd ; wc had no thought-out system to put in its place ; it did not look impossible 
in the autumn of 1931 that sterling might fall to a very low level. But things turned 
out differently ; tlie havoc of tlic slump w^as w'orld-wide and Hritaiii was not in fact 
one of the great economics that was w^orst liit ; this was soon appreciated and confidence 
in the future of sterling revived. At first hopes in Britain \wcvc pinned to the favourable 
effects of the depreciation of sterling on exports ; but it must always be remembered 
that, unlike the depreciation of 1949, the depreciation of 1931 was short-lived, owing 
to the action of President Roosevelt in devaluing the dollar in 1933. 'Phus this period 
is not one in which w^e can learn much about the effects on trade of devaluation ; nor is 
it one in which w^c can learn much about the rectifying effects of a freely floating rate, 
since in fact after 1933 the rate was held fairly steady until the menace of trouble from 
Hitler became immedialc. What particularly characterizes that period is that wx gave 
up the use of the Bank rate to level short-period discrepancies in our external balance 
of payments and instead had what was by British precedents a very large gold reserve, 
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mainly held by the Exchange Equalization Account and actively used. The low Bank 
rale and easy money conditions were required at home to stimulate emplojrment. The 
period does not give a decisive lesson in favour of the view that such moderate oscillations 
as were allowed in the exchange rate were adequate by themselves to preserve an even 
or favourable external balance in varying conditions ; and reserves v/ere larger then 
than they arc now in relation to the annual value of current payments. 

During the v/ar things were kept going in Britain by severe restrictionism and 
control, some measure of bilateralism, aid in various forms, and the piling up of open 
obligations in the shape of sterling balances. Meanwhile the Atlantic Charter was a 
call to the authorities to consider the face of things to come. The Americans felt 
that restrictionism and bilateralism were inimical to world prosperity and thereby to 
peace, that multilateralism and the freeing of trade from administrative shackles should 
be the goals, and that some stability and order should be rc-introduced into the foreign 
exchanges. But it was recognized that the governments of nations sorely stricken by 
the war would not be ready to cast down barriers quickly nor restore currency conver- 
tibility, whether owing to ihcir grave genuine diliiculties, to a faint heart, or to some 
perverse inclination towards administrative meddling and manoeuvre. It was recognized 
that a move towards unshackled trade could not be encompassed without some new 
form of financial support. Ar^d there also on the scene w^as Keynes, having by now full 
British support and much influence on the American negotiators, setting his face against 
any system of convertibility that had as its corollary the need for periodic deflations. 

From the discussions there emerged after much give and take the International 
Monetary Fund plan. In considering how this was to provide a currency system for a 
brave new world, it is w'cll to consider the thought behind it, rather than the actual 
Articles of Agreement. Utrec points may be mentioned. First, there was to be a kind 
of super- reserve which would provide ample liquidity for all members and relieve them 
of the necessity for restrictionism and jiggering with exchange controls to meet temporary 
dillicuhics. Secondly there was to be the possibility of an agreed alteration in the 
exchange rate of a nation in which costs and prices had got hopelessly out of line with 
those outside. 'I'hirdly, if a nation, tended to be in a chronic disequilibrium of payments, 
wlieiher on the debit or credit side, it would have to lake special remedies. The debit 
nation would presumably- -though there was some lack of clarity here — have to impose 
restrictions ; for the chrrnically credit naiion the “ scarce currency ” clause was designed 
whicli would entitle all other nations to discriminate against it in an orderly way. 

T recall attention to these principles because they represent the last attempt to devise 
a system which should enable currencies to function smoothly without periodic resort 
to dcllaiion and severe unemployment. And if a number of countries come towards 
the verge of making tlieir currencies convertible, it behoves us to consider w’hcthcr it 
is indeed these principles that wall be applied or w’hcthcr tlicrc arc other remedies for 
external imbalance, tried or untried, available for countries of convertible currency to 
use in place of the “ old medicine 

The International Monetary Fund is still with us. The fact tliat it has so far been 
to a large extent inactive is not by itself evidence that it is unusable for its purposes. 
Post-war maladjustments and diliiculties have exceeded all cxpcciaiions : nations have 
fallen victim to inflations ihut have made it impossible for them to play the rules of any 
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game, new or old, in foreign exchange policy. And in these conditions it was impossible 
for the International Monetary Fund to play its prescribed game either. 

Many of the post-war clouds have cleared away, although there arc still serious 
maladjustments due to the war. But it can hardly be claimed that these arc of a kind 
to preclude the introduction of an orderly workable system for adjusting disequilibria, 
if one can be found. Indeed a good system should have power to rectify maladjustments. 
The time has come to take a long view. The urge to convertibility in various quarters 
is a symptom of that. 

How, then, do we stand in regard to the three I.M.F principles ? First it must 
be said frankly that the Fund cannot be regarded as a super-reserve. The British 
always thought that it was much too small. They may have held, and I believe that in 
the beginning some of its American sponsors held, that it would be better to let Congress 
take two bites at the cherry. After all, if the Fund had been working actively and 
successfully for two or three years, the Americans would not have been likely to let the 
whole scheme break down for lack of replenishment. The additional sum needed would, 
by comparison with the sums involved in Marshall Aid, have been modest. It is quite 
a different matter to consider replenishment for an institution which has been inactive 
and, by ordinary standards, lacking in success. Imrihermore since tlic inception of the 
Fund all currencies, including the dollar, have undergone a great inflation, so that even 
had the reserve indeed been adequate for its prescribed tasks in 1945, it would be grossly 
inadequate now. Thus the existence of this reserve fund makes far less difference to 
tlic situation confronting us than the war-time planners hoped it would. It does not 
follow that we need despair. 

In regard to the second principle (currency devaluation), I believe tliat this was not 
sufficiently analysed at the time and that views about it have since changed rather con- 
siderably. There are circumstances when devaluation is a proper and indeed the only 
available remedy, for instance if a nation’s costs and prices have got quite out of line 
with those in the rest of the world. It is not practical politics to expect all w’age- and 
salary -earners to allow their emoluments to be scaled down, in the hope of a corres- 
ponding tall in the cost of living, 'I'his v/as essentially the case against the upward re- 
valuation of sterling in 1925. I believe that in 1945 devaluation may have been thought of 
as a remedy of wader application. It w^as believed that if a nation proved to be in chronic 
difliculties with its balance of payments, devaluation w^as a panacea. Some British had 
it in mind that Britain’s relative recovery in the ’thirties had been due to the devaluation 
of sterling in 1931, forgetting that in that part of the period wdten recovery was marked — 
after 1933 — sterling was not devalued relatively to the dollar, owing to Roosevelt’s 
devaluation of the dollar. 

There arc conditions other than a rise of internal costs that may cause balance of 
payments dilliculiies. For instance a country that has been mainly dependent on a 
single export may lind that world demand has declined owang to the discovery of a 
substitute or otltcrwise. Currency devaluation cannot tlien be regarded as a sure remedy 
for its external problem. Or a war, by temporarily cutting off certain channels of trade, 
may cause large changes in tlic pattern of world production and consumption that are 
not readily reversible. There is still what is known as a “ structural ” imbalance betw een 
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the dollar and non-dollar worlds, masked in the recent period by U.S. military 
expenditures overseas and by discriminatory restriaions on dollar imports in a number 
of countries. It is not likely that a change in the rate at which the dollar is exchanged 
for other currencies would suffice to correct this. Britain in particular maintains a 
number of restrictions on dollar imports. Few still believe that a change in the dollar- 
sterling rate would enable her to dispense with these. Some have supposed tliat there 
is some rate of exchange at which trade must balance ; this is a fallacy. In certain 
circumstances the depreciation of its currency may so turn the terms of trade against a 
country as to make its balance worse rather than better. Revaluation of currencies, 
as allowed by the International Monetary Fund, may be advisable in carefully defined 
conditions. It should not be regarded as a panacea, and too much reliance may have 
been placed on it by the founders of the Fund. 

To proceed to the third principle, the fact that a chronic debtor must in the last 
resort take special measures to improve its balance is a platitude. On the other hand 
the idea that a chronically credit country should be put in the dock was a great novelty. 
In regard to the possible w’orking of the “ scarce currency ” clause in future, one must 
have two misgivings. The action of the Fund, if ever it took it, in giving members 
official authority to discriminate against dollar imports would be bound to cause 
annoyance in the United States. In the period since the war even a Fund on which the 
Americans had no votes would have been wdse not to give this annoyance at a time 
when the Americans were so generously disposed to fill the dollar gap in other ways. 
The future is another (Question. There is doubt whether the Fund would adopt this 
measure readily, as occasion might require. According to the British intention members 
of the Fund were to be entitled to draw^ out their quotas as of right, just as an individual 
uses a banking overdraft facility already granted, or members of the European Payments 
Union have obtained credit from it without discussion to the limits allowed by its rules. 
If this procedure obtained at the Fund, its hand would be forced in a time of w^orld-wide 
dollar scarcity, since it would in fact run short of dollars and have to declare them techni- 
cally “ scarce.” But the Fund has adopted the different procedure of only allowing a 
drawing after discussion — save for “ stand-by credits ” to meet exceptional cases which 
are themselves subject to discussion. By discretion in the granting of credits the Fund 
has it in its power to prevent the dollar becoming “ scarce ” in the- technical sense. 

There is a more formidable difficulty. It was the British idea that on the occasion 
of “ scarcity ” all members should restrict tltcir dollar expenditures, no doubt on some 
proportionate plan but having regard also to special needs. But at a late stage in the 
negotiations a clause crept into the “ Articles of Agreement ” disallowing restriction to 
particular members for whom dollars arc not in fact in short supply. This introduces a 
bilateral element into the plan entirely inconsistent with the multilateral philosophy 
of the F'und. Some might hold that it renders this famous ‘‘ scarce currency ” clause 
almost nugatory, since the nations individually short of dollars would be bound to 
limit their dollar purchases in any case. (On the other hand it might be held as a saving 
grace that it gives official sanction to their confining their restrictions to dollar imports, 
as distinct from imposing general import restrictions, which would transmit the trouble 
in ever widening circles.) Far different was the original conception that all should join 
together in limiting the purchases of a scarce currency and thus sharing the burden 
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widely, instead of throwing it all onto those countries which happen, by the accident 
of the multilateral pattern of trade, to be in normal dollar deficit. Furthermore this 
objectionable clause is reminiscent of war-time bilateralism, with its distinction between 
hard and soft currencies, from which the Fund was supposed to be about to rescue the 
world. When all currencies are convertible, as was planned, there is no meaning in 
distinguishing between the countries in good supply of dollars and those lacking dollars ; 
as viewed by any particular country the dollar is, in that case, the same as any other 
foreign currency. What happens when the dollar approaches the point of scarcity in 
those conditions is that in the various free foreign exchange markets of the w'orld it 
rises to the point at which it becomes cheaper to remit gold (and at the same time becomes 
scarce in the Fund). In those circumstances, which particular country is in good supply 
of dollars and which lacks them depends on the mere accident of which has done what 
last in the arbitrage markets. 

There is an even graver aspect of this question. A fully multilateral scarce currency 
clause would not only be unpopular with the Americans, but also with those countries 
which arc normally in bilateral dollar surplus. For they would be asked to restrict 
dollar purchases when it was not strictly necessary for them as particular countries 
to do so. They could only be persuaded to do this if it was clearly presented to them 
as their required contribution to a general scheme, which was in other respects working 
smoothly. How far away we are from all that. 

And so it has regretfully to be admitted that for nations contemplating a restoration 
of convertibility the existence of the International Monetary Fund does not make that 
great difference to the likely modes of working of currency relations that was intended 
by its founders. It may indeed be able to perform valuable service, but its existence 
cannot be held to justify a crucial change in the principles that should govern a nation's 
foreign exchange policy. 

In the face of vast losses and new burdens Britain has maintained solvency since 
the war — not without American aid — by various methods which may be broadly classed 
under two heads. (I omit domestic measures to promote exports.) On the one hand 
she has maintained severe restrictions on imports ; on the other she has created a kind 
of protection for her exports to certain markets by limiting the transferability of non- 
resident sterling and particularly by not allowing its transfer to the American account 
area. Both modes of self- protection have also been hurtful to her, the former obviously, 
since it is hurtful not to be able to acquire desired goods at the best price, the latter 
in more subtle ways. 

A currency subject to limits on the right of transferability is in that respect inferior 
to one having no such limitation. This is a handicap, although, as events have shown, 
not a fatal one, to the building up of various forms on “ invisible ” export. For a highly 
populated country of limited natural resources, these are best of all kinds of exports, 
since the qualities, in the last analysis, that make the foreigner willing to pay for them 
arc intelligence, integrity and reputation tor gentlemanly conduct in business relations. 

There is another even more important point. If the \vorld ever settled down to a 
natural pattern of multilateral trade, and it is slowly moving in that direction, it is 
probable that the direct bilateral account of Britain, and even of the whole sterling area, 
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with the dollar area would be adverse, the deficit being met from a surplus with the third 
party world, whose exports to the dollar area are expected to rise in the coming decades. 
This implies the winning of dollars by Britain in multilateral settlement. But it may 
be taken as an axiom that third parties will not in tlie long run and as a regular practice 
be willing to give a convertible currency in discharge of an obligation expressed in an 
inconvertible currency ; Britain cannot expect to exchange her sterling for dollars in 
multilateral settlement, unless she is regularly willing as occasion arises to give dollars 
for sterling. This is a simple point, but it is absolutely fundamental. 

Finally it must be said that the protection to Britain’s solvency that has been given 
by inconvertibility cannot be expected to endure for ever. It endured during the con- 
fused period of transition, and it has endured recently because there is confidence in the 
future of sterling ; the wide use and acceptance of transferable account sterling and its 
high quotation in free markets have been heartening symptoms of confidence. But once 
grave doubt gained ground as to whether Britain intended to carry the matter further, 
a reversal of tendency would occur. The protection given by inconvertibility is based 
on the fact that a third party country, finding itself short of dollars, is willing to impose 
sterner restrictions on dollar imports than on sterling imports, thus giving British 
exporters an advantage. But there is always some restivencss, and a hope that this will 
not be a permanent state of alfairs. If there was grave discouragement as regards the 
prospects of eventual convertibility, nations would be less willing to accept sterling in 
settlement and Britain would find herself subject to progressively greater pressure in 
bilateral negotiations for settlement, in whole or in part, in gold or dollars. In fine 
tJie long-run alternatives are for Britain herself to take the intiative by making sterling 
convertible at the ai^propriate time, or to have a piecemeal convertibility forced on her 
by others, seep by step, to the accompaniment of a whittling away of the international 
position of sterling. 

Thus it should be Iter aim to work clear of both of tliese two forms of post-war 
protection (import restriction and inconvertibility), as soon as the time is ripe. But 
there is a difference between the two processes. The reduction of her own import 
restrictions can proceed gradually according to circumstances, as it has already pro- 
ceeded, and the movement can even be reversed if necessary, albeit,* one hopes, always 
rcluaantly ; but the establisliment of convertibility for non-residents would be a large 
once-over move, the reversal of which would be disastrous. As its consequences cannot 
be measured, it is evident that the decks must be cleared for it, and round about the time 
of its occurrence progress with the other forms of dismantlement must be cautious. 
Our American friends are right in arguing tliat the removal of restrictions and the 
eslablislunent of convertibility should be regarded as complementar> moves towards 
the multilateral ideal. But they will readily understand that if a sudden large move 
is to be taken along one line, a temporary halt may be necessary in progress along the 
other. 

In regard to import restriction unhappily something more fundamental has to be 
said. In the earlier part of this article I have been at pains to make a number of negative 
propositions. It cannot be taken as axiomatic that a nation’s cxLcrnal balance will 
adjust itself automatically in the face of large changes. We have seen that what I have 
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called “ the old medicine ” (deflation, or simply allowing unemployment to develop), 
which appears to have been sufficiently potent to adjust our external balance in the old 
daySj is now utterly unacceptable. The hopes pinned to devaluation or freely floating 
rates appear to have been excessive. The creation of the International Monetary Fund 
has not, as its founders hoped, provided a radical remedy, although it may well be of 
considerable service. It is hard to escape the conclusion that, so far as our wisdom has 
at present taken us, reliance will still have to be placed on import restriction as the 
cure of last resort for an external imbalance. This is particularly true of the period, of 
which we have unhappily not yet reached the end, in which the pattern of world trade 
has not adapted itself to a post-war equilibrium. 

A gold (or foreign currency) reserve should be adequate to cover sudden shocks 
(including that of convertibility!) and to see a country through tlie first stages of a longer- 
term maladjustment. But it is futile to suppose it possible to build up a gold reserve 
large enough to finance a continuing deficit on current account, such as some change in 
the external scene can cause. The only reserve against that is to have a margin of 
unnecessary imports that can be cut down. This must not be thought of as being in 
general a restrictive doctrine. Quite the contrary. A country should aim at having in 
fair weatlicr a large amount of imports not strictly necessary. This gives it tlte only 
known reserve against bad weather. 

In all international negotiations Britain should make it plain that this is the position, 
reserving her freedom, and should also seek the co-operation both of the sterling area 
and of liiirope. The way is not yet clear for permanent unconditional liberalization 
commitments (although within the family of European countries these commitmenis 
should be hard). 

But in regard to convertibility I hold that, subject to what I havewTitten in the open- 
ing paragraphs (E.D.C. and Cicncral Election problems), we should be thinking in terms 
of an early restoration. It is a British interest, and of course a w orld interest, that sterling 
should be convertible. C^onfidcnce is good now and might with prolonged delays begin 
to decline, w^hich would make the technical operation more perilous. We have the 
advantage of overseas American expenditures, which arc likely to continue for some time. 
The great unknowm is the increased dollar expenditure that would occur, if the various 
nations removed their remaining discriminatory restrictions on dollar imports, a process 
which sterling convertibility would undoubtedly have some tendency to expedite. Mr. 
Triffin, a high authority, has estimated that if all such discrimination were removed, the 
increase in world dollar expenditure w^ould only be £125 million. {Quarterly Reviczu of 
Banca Nazionalc del Lavoro). 'fhat may be optimistic. Even if the figure were 
somewdiat larger it would not, given the maintenance of U.S. military expenditures, 
cause any great pressure to obtain dollars via sterling. 1 do not think that the fact that 
the great underlying problems of international equilibrium remain unsolved should 
deter us. The fact docs entitle us to maintain the right to use discrimination, as and 
when required, despite American pressure in the opposite sense. But we want conver- 
tibility on its own account and for our own sake. It w'ould be very disappointing if we 
had not achieved it at the end of another quinquennium. Looking at that period as a 
whole, we may well judge that the circumstances arc more favourable for taking the 
initial shock now or soon, than they may be later. 
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Real Product of the United Kingdom Economy 

The Blue Book^ 1954 which is the third in this series, contains a full analysis of the 
national income of the United Kingdom for the years 1946 to 1953. The new points 
of general interest about the British economy which emerge from the blue book are 
manifold : they illustrate the growth of real product during the post-war period, the 
claim upon this by various agents of effective demand (i.e., consumers, foreigners, 
entrepreneurs and public authorities), they show the input-output relationship between 
different sectors of the economy, tlie composition and distribution of personal incomes, 
the distribution of investment and tlie sources of saving for the financing of total invest- 
ment. 

The total output of goods produced and of services rendered in the United Kingdom 
at factor cost increased in real terms (that is at 1948 prices) by 4-2 per cent, between 1952 
and 1953. It was this formidable productive achievement in 1953 which contributed 
to raising the average annual rate of growth of output over the last five years to 3 per 
cent., per annum. This expansion of real product enabled consumption to increase 
by 4J per cent, between 1952 and 1953, gross domestic capital formation by 18-9 per 
cent, and public authorities’ current expenditure on goods and services by 2*7 per cent. 
The only other broad category, forming a constituant part of gross domestic product, 
namely exports decreased in real terms by 1*5 per cent, in 1953 as compared witli 1952. 

Personai. Incomes and Saving 

The rapid recovery^ of the British economy in 1953 from its slight set-back in 1952 
is well reflected in various changes concerning personal incomes. Total personal in- 
comes were in 1953 about 6-4 per cent, liighcr than in 1952. After deducting from 
total personal incomes a small sum ol'net remittances abroad, and all provisions for taxes 
on income as w^ell as national insurance contributions, there remains w4iat might be 
termed “ disposable ” personal incomes. Disposable incomes, that is incomes available 
for spending upon goods and services for personal consumption or for personal savings, 
rose by 7-2 per cent. However, personal consumption at current market prices increased 
by only 61 per cent, so that the residual of disposable incomes, namoly personal savings 
reached in 1953 a new high level, having risen by no less than 23-2 per cent, as compared 
with that in 1952. 'I'hc following table summarises these relationships. 


(In £ million) 

1952 

1953 

Per cent, 
change 

1. Personal Income before Tax 

12,764 

13,584 

i 6-4 

2. Aiinus 'Pax, insurance contributions, re- 
mittances 

1,618 

1,638 

1-1-2 

3. Disposable personal income 

4. Aiinus consumers’ expenditure 

11,146 

11,946 

i 7-2 

10,440 

11,076 

16-1 

5. Personal savings 

706 

870 

+ 23-2 


Composition and Distribution of Personal Incomes 

The bulk of all personal incomes accrues to employees, diat is to wage earners, 
salaried employees, and members of the armed forces. This category, i.e. “ income 
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from employment,” increased by 61 per cent, between 1952 and 1953, which includes 
as the largest single item the remuneration of wage earners, whose earnings rose by 6*3 
per cent. The next largest component of personal incomes is “ income from self-employ- 
ment.” It accrues to members of the professions, to farmers and to owners of unin- 
corporated businesses. Total “ income from self-employment ” increased by 6 per 
cent., but the largest constituent item, namely, “ profits of unincorporated businesses ” 
increased by 8-8 per cent, whilst farmers’ and professional incomes rose by less than 2 
per cent. The third category of personal incomes consists of “ income from property ” 
in the form of rents, dividend and interest. Total property income was in 1953 about 
6*9 per cent, higher than in 1952, but the item dividends ai d interest payments was in 
1953 about 11*8 per cent, higher than in the previous year which partly reflects the 
increase in interest rates in 1953 as a result of monetary policy. Finally the category 
of “ transfer payments ” (which forms a part of total personal income, but not of national 
income), consisting of national insurance benefits, of current grants and pensions to 
persons from public authorities increased between 1952 and 1953 by no less than 10-2 
per cent. The following table summarises the composition of personal incomes and in 
the last colunm compares the change of these incomes between 1949 and 1953. 


1953 compared with 


(In £ million) 

1952 

1953 

1952 

1949 

Income from employment 

8,946 

9,488 


: 33-9’-'o 

of zvhich zcage carmtigs 

5,4M) 

3,770 


. 3J-6^\, 

Income fn'in sclf-cmploymcnt 

1,515 

1,604 

60’., 

. 15-3% 

of zvhich wiincorOoratcd 

htiswess projiis 

,S\V9 

967 


■I 

Income from property 

1,395 

1,491 

, 69‘, 

i 217^. 

of zvhich divicicfids and in- 

icrcst .... 

839 

938 

- //-.V'., 

-f 35'(y\, 

Transfer payments 

908 

1,001 

• 10-2'’., 

34-5'\, 

Personal inct)iuc before lax 

12,764 

13,584 

6-4'’., 

-T 30 r\, 


The sharp increase of “ income from employment,” of “ transfer payments ” and of 
distributed “ dividends and interest ” in 1953 as compared with 1949 and the general, 
but slower, growth of all other incomes accounts for a considerable redistribution of the 
number of receivers of personal incomes. During tliis period the number of income 
receivers changed slightly : There were 25*1 million income receivers in 1949 and 25-3 
million in 1953. But the number of income receivers, obtaining each an income of less 
than £500 per annum, decreased sharply by 4 million receivers from 21-6 million in 1949 
to 17 6 million in 1953, wliilst the number of receivers, obtaining each an income of 
between £500 and £1,000 per annum, increased by 3-9 million receivers from 2-7 million 
in 1949 to 6-6 million in 1953. 

Between 1949 and 1953 the percentage of income paid in lax fell for all groups of 
income receivers : the biggest fall w^as for the group of receivers in the £750 to £1,000 
income range whose tax payments declined from 18 per cent, of income in 1949 to 10 
per cent, in 1953. Moreover, there has been a considerable change since pic-war in 
the income groups which provide the bulk of direct tax revenue. Whereas in 1938 
rather more than half the total was provided by incomes of over £3,000 a year, in both 
1949 and 1953 all the incomes over £1,500 a year provided about one-half of the total 
direct tax revenue. 
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National Savings and Gross Investment 

The Blue Book throws more light upon the sources of savings for the financing of 
gross investment during the post-war period. Apart from personal savings, accounted 
for above, there are available for the financing of investment two additional sources, 
namely undistributed corporate incomes or company profits as well as the current revenue 
surplusses of public authorities. 7 he first of these two additional sources is the residual 
after deducting from “ gross corporate profits ” (which increased by 9-4 per cent, between 
1952 and 1953) all “ provisions for tax and dividend reserves ” (which decreased by M 
per cent.) as W'ell as distributions of “ dividends and interest ” (which increased by 11*8 
per cent.). This residual as “ undistributed corporate income ” increased between 1952 
and 1953 by 18-6 per cent. Finally, the last source of saving for the financing of invest- 
ment, namely “ public authorities revenue surplusses ” although positive in 1953 had 
fallen by 22-2 per cent, as compared with 1952. The resulting total of the three main 
sources of saving constitutes “ national savings before providing for depreciation and 
stock appreciation.” National savings in this sense increased between 1952 and 1953 
by no less than 15-5 per cent. If account is taken of capital transfers (and tlie depre- 
ciation of stocks in both 1952 and 1953 for the first time since 1948), total funds available 
for gross investment exceeded slightly national savings for these two years. The follow- 
ing table summarises the structure of national savings : 


(In C million) 

1952 

1953 

Per cent, 
change 

1. Personal savings 

706 

870 

f23-2 

2. Undistributed corporate income . 

3. Public authorities' surplusses 

1,155 

1,370 

H 18-6 

436 

339 

-22-2 

(Residual error) 

(- 12) 

(59) 


4. National savings before providing for 

depreciation and stock appreciation 

2,285 

2,638 

■i 15-5 

5. Funds available, from savings and capital 

transfers, for gross investment 

2,371 

2,759 

-r 16-3 


The table suggests that undistributed corporate income accounted in 1953 for over 
one-half of national savings, personal savings for about one-third, and public authorities’ 
current surplusses for just under one-sixth of national savings. 


Structure of Gross Investment 

Total gross investment of the United Kingdom amounted in 1953 to £2,759 million 
at current market prices, having risen as compared with 1952 by 16-3 per cent. Of tliis 
total, foreign investment amounted to £225 having decreased by £30 million as compared 
with thie previous year. What remained for “ gross domestic capital formation ” in- 
creased between 1952 and 1953 at current market prices by 16-4 per cent, r r in real terms, 
that is at 1948 factor cost prices, by 18-9 per cent. A part of “ gross domestic capital 
formation ” is absorbed by a physical increase of stocks, which in 1953 amounted to 
£201 million. 'Fhe other part represents “ domestic fixed capital formation ” which 
increased from £2,066 million in 1952 to £2,333 million in 1953. 

About one- half of “ fixed capital formation ” was absorbed for buildings of all 
kinds : new housing, factories, offices, harbours, etc. More titan one-third was invest- 
ment in plant and machinery and less than one-sixth constituted investment in vehicles, 
ships and aircraft. In 1953 fixed investment in plant and machinery in the manufactur- 
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ing industries (excluding government-financed expenditure) amounted to £329 million 
at market prices, which was 40 per cent, of total fixed investment in plant and machinery 
for the economy as a whole. What is significant perhaps is that despite the increase 
over recent years of fixed investment in the economy as a whole, fixed investment in 
plant and machinery in tlie manufacturing industries has decreased slightly at current 
market prices during the last three years, though in real terms it probably has risen too. 
In any case, since British competitive strength must be maintained and increased, especially 
in manufacturing, future developments of fixed investment in manufacturing plant and 
machinery deserve special attention and encouragement. 

Western European Economic Trends 

A recent publication by the Organisation for European Economic Co-operation 
(O.E.E.C.), entitled Statistics of National Product and ExpenditurCy 1938, 1947 to 1952, 
read in conjunction with the British Blue Booky 1954, reveals that the share of “ gross 
domestic capital formation ” in the ‘‘ gross national product ” at market prices rose 
in the United Kingdom from 10 per cent, in 1938 to 13 6 per cent, in 1952 ; it rose in 
the whole of Western Europe from 15 per cent, to just over 18 per cent, and in the 
United States from 11 per cent, to 18 per cent. Although the United Kingdom’s rate 
of increase of investment compares well with that of Western Europe, it was outpaced 
by that in the United States. Moreover, the level of British investment relative to 
output was both in pre-war and post-war years lower than that of either the United 
States or Western Europe. 

This fine O.E.E.C^ publication provides — for purposes of comparing European 
with North American economic developments — by far the most valuable and accurate 
statistical survey. It shows that as early as 1948 Western Europe had, witli an 8 per 
cent, larger population, largely regained the pre-war (1938) volume of gross national 
product, consumption and investment. With regard to “ product per head of popula- 
tion ” Western Europe reached the pre-war level by the end of 1949. But this experience 
conceals divergent trends among individual European countries. For instance the 
United Kingdom and the Scandinavian countries had already in 1947 regained the 
1938 level oi' per capita output, whereas the six countries of tlie “ European Coal and 
Steel Community Area ” (i.i\. Federal Germany, France, Italy, Luxemburg, Belgium 
and Netherlands) were at that time still more than 25 per cent, below the pre-war level. 

In view of this situation it is not surprising that in the five years after 1947 the rate 
of increase in per capita output should have been sharpest in the countries which had 
been hardest hit through destructions by war. During these years (1948-1952 inclus- 
ive) per capita output in the six “ Steel Community ” countries rose swiftly by 40 per 
cent., whereas few other O.E.E.C. countries achieved as much as an increase of 20 per 
cent. ; the increase in the United Kingdom being about 10 per cent, during this period. 
Attesting to her striking recuperative power is the fact that Western Europe’s product 
per head developed during this period twice as fast as it did in the United States. How- 
ever, despite her strenuous attempts to catch up upon the solid gains reaped by America 
during war-time. Western Europe remains miles behind the United Slates. For output 
per head in the United States was by 1952 some 70 per cent, higher than in 1938, while 
in Western Europe it was only 10 per cent, higher. 
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The shift in the relative productive power between the United States, and European 
economies led in the immediate post-war years to severe strains upon the latter’s balance 
of payments. In 1948, when Western Europe’s gross product had just reached the 

pre-war level, her volume of exports was 5 per cent, lower, whilst her volume of imports 
was 15 per cent, higher than in 1938. As a result of these relationships there was 
opened up a gap in Europe’s balance of payments amounting to 4,000 million dollars in 
1948. This gap, having, in the year 1947, reached the large sum of 8,500 million dollars, 
was reduced to less than 2,000 million dollars in 1949. With the rapid recovery of 
European production in subsequent years the balance of payments gap was closed and 
Western Europe achieved a small surplus in 1952. However, owing to the deterioration 
of Western Europe’s terms of trade, the closing of that post-war gap required an increase 
of nearly 50 per cent, in the volume of Europe’s exports over 1938 in order to offset 
an increase of only just over 10 per cent, in the volume of Europe’s imports. 


Notes and Comments 

THE WORLD 'Ehii rccciitly issued excerpts from the annual report of the Inter- 

national Bank for Reconstruction and Development cover the year 
REPORT ended June 30, 1954. IVcnty-six loans in 16 countries were signed 
during the twelve months, the sum lent — S324 million — being the highest reached in 
any fiscal year. By the end of the year the Bank had made 104 loans, liie total of 
commitments under these is §1,914 million in 34 countries. The greater part of the 
year's lending w^as for basic services, of which transport was the biggest beneficiary. 
Nearly as important were the loans for the expansion of electric power facilities, while 
smaller sums have been devoted to agricultural development and industrial production. 

I.B.R.D. loans are not “ tied,” and tJic steady improvement in the supply position 
outside the U.S.A. has resulted, for example, in a rise in disbursements in Europe from 
the equivalent of §68 million in 1952-53 to §115 million in the 5 Taf under review. The 
recovery in the non-dollar world is also demonstrated by the growing importance of the 
Bank’s operations in currencies other than the U.S. dollar : in fact no less than 25 per 
cent, of the Bank’s disbursements during 195.3-54 are repayable in “ other currencies.” 

'Ehe funds available for lending were raised mainly by bond issues, nearly half of 
which were taken up by investors outside the United States. Of the total increase during 
the year in funds made available to the Bank from all sources less than 40 per cent, came 
from the United States, the balance being obtained in other countries. 

The Bank is respected by borrowers because it is strong, and it is approached for 
the same reason. The number of loans has doubled in the past three years and the 
lending institution has had a busy time in “ vetting ” applications and watching over 
the progress of approved ventures. The Bank lends only part of the money required 
for a project. As a rule its loans cover nothing beyond the borrowers’ expenditures in 
foreign exchange. Because of the necessity of self-finance to cover the balance, there is 
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always the risk that a borrowing country may have recourse to inflation or that the project 
may absorb capital which should be used to meet the country’s other investment needs. 
How far this risk is in fact avoided we do not know^ for ihc sununary of the Bank’s report 
goes no further than giving a warning of the danger. It is impossible not to wonder 
about Brazil, however. Starting in 1949-50, she has received World Bank loans to a 
total of .‘^194 09 million. It is true that more than half of the lending has been to private 
enterprises such as Brazilian 'fraction, but for all l.B.R.D. loans the bond of the borrow- 
ing country’s government, whether as borrower or guarantor, is the ultimate protection. 
Indeed, although mortgages or comparable charges have sometimes been provided by 
private borrowers, the State as borrow’cr has been called ipon to give nothing but its 
promise. A measure of protection is provided by reason of each loan being tied to a 
particular project which has been approved (and is being overseen) by the Bank ; but 
as far as Brazil and one or two other debtor countries arc concerned there is an inflation 
of the currency at work that may wreck the best-conceived programme. In four years’ 
time, as loans begin to mature for repayment, it will become clear how far the government 
guarantees arc better than mere scraps of paper. 


THE FOURTH At thc Cttd of tlic fourili year of operation of H.P.U. on June 30, 

REPORT 1954, the Managing Board has been able to issue a really encouraging 

OF E.p.u. report. Thc improvement in the internal economic stability of member 

countries which commenced in the latter part of the previous accounting was 
continued and was also accompanied by a fairly marked increase of industrial production 
as against the previous relative stagnation of this factor. Thc greatest expansion was 
in agricultural production and building activity but there was a slackening in the iron 
and steel industry. Thc year is, however, described as the most satisfactory in the 
history of thc Union. 

Intra-pAiropcan trade and thc trade of thc Ciroup with the rest of thc world have 
growm both in volume and value and definite progress has been made with the elimination 
of quantitative restrictions and thc relaxation of* controls over movements of goods, 
services and capital. Some countries have even been able to relax their restrictions 
on trade with thc dollar area. Since thc inception of thc Union thc total of bilateral 
deficits and surpluses amounted to no less than 824,300 million, of* which 818,100 
million were actually settled by compensations within the Union, ("oneem is expressed, 
however, over thc balance of pa>Tnents situation of Turkey, the continued debtor 
position of l^rancc and the rapidly increasing debtor position of Italy. Thc rapid 
increase in thc creditor positions of Germany and Austria has also required careful 
attention but thc Board considers that the actions which thc countries mentioned have 
themselves taken and tlie multilateral arrangements made in connection with the renewal 
of the Union should help to mitigate the further development of these positions. 

'fhe report comments that thc increase in the German net cumulative surplus 
was twficc as rapid as in the previous year, w^hile in thc case of Austria thc increase was 
even swifter though much smaller, 'fhe cumulative surplus of Switzerland rose less 
quickly than the previous year, while that of B.I-.E.U. continued to decline and thc 
Dutch surplus commenced to decrease. The reduction of the cumulative deficit of 
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ihe United Kingdom continued at a steady pace and the report states that the economic 
situation of this country seemed better than at any time since the end of the war. 

The Board considers that the Union can still continue usefully to function as an 
international payments mechanism, particularly in view of the new arrangements which 
were introduced on the renewal of the Union for a further year from July 1 , 1954 . 
These new arrangements should favour further progress towards convertibility but the 
Board urges the necessity of close co-operation between the Union and the I.M.F. 
during the transitional period towards a world system of convertibility. Four conditions 
essential as a prerequisite to a return to convertibility arc laid down in the report. 
Convertibility should only be undertaken under conditions which will maintain or 
increase trade between the O.H.E.C. countries, both internally and with the rest of the 
world, rather than to retard it by forcing the imposition of import restrictions. Member 
countries must work closely together on agreed policies to ensure the sound development 
of international trade and finance, including long-term capital movements. Internal 
policies designed to maintain financial stability must be pursued and, finally, countries 
undertaking convert ihility must hold or have ready access to liquid resources adequate 
to meet temporary balance of paynienb. ditficulties. 

In this connection the British Chancellor of the Exciicqucr, Mr. R. A. Butler, 
on his dcpaiTurc for Washirgum to auend the annual meetings of the I.M.F'. and the 
World Bank, also laid down three conditions j'nvcedcnt to sterling convertibility, 
d'hese were freer trade with tiic U.S.A., the provision of credit by the U.S.A. should 
it be wanted, and stronger policies in the whole of the British C'ommon wealth and 
Empire. M.r. Butler claimed that so far as the last condition was concerned we were 
a long way towards achieving it but that no spectacular results should be expected from 
the meetings. 'I'hc immediate need was for patient progress to consolidate all the 
gains which had been made and to stabilise tlte position on a long-term basis. The 
Chancellor added : “ We w’an^ the U.S. to do more in ifeeing their trade.” 

The latest annual report o!' the Inicrnational Monetary Fund 
I.M.F. AND ending in June 1954) stresses that for the first time in 

its history, members bought from it more than twice as many pounds 
as tiollars and indeed repaid dollars. These fivoiirable payment clcvelopmeiits reliect, 
it is urged, a genuine improvement of Europe’s competitive pov/er in relation to that 
of the United States as w^cll as the strength of many primary product prices, partly due 
to tight supply conditions for colfee, cocoa, and tea and partly due to stockpile purchases 
especially of tin by the United Stales. In view of these developments the F und welcomes 
the general trend of opinion, and also policy decisions made by individual countries, in 
nioving towards convertibility and is itself prepared to “make posable through the 
machinery of siand-byc credits the assurance of cdcclivc support.” But the trend 
tow'ards convertibility has been gradual and cautious and it is expected that “ a similar 
attitude w ill characterise the further steps that are likely to be taken in this direction.” 
Above all, further progress tow’ards complete trade liberalisation and exchange freedom 
may require encouragement from the United States, for instance through the imple- 
mentation of the Randall Commission’s recommendations by the next Congress. The 
Fund argues that “ if convertibility is to be achieved and maintained and import 
restrictions arc no longer to be regarded as the main instrument for keeping external 
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payments and receipts in balance, this balance will have to be maintained in other and 
better ways.” In some situations this means “ the timely adjustment of exchange rates 
and, above all, it requires the application of domestic and fiscal policies that will ensure 
internal financial stability.” Both as regards speed of achieving convertibility, and the 
instruments of safeguarding it, readers will consult with interest on page 299 of this 
issue, Mr. Roy Harrod’s thought-provoking approach to the whole problem. 


'I'he sterling area’s gold and dollar reserves fell by S95 million 
IN GOLD during August. The total was thereby reduced from S 5,01 3 million 
RESERVES .S2,918 million which is 75-5 per cent, of the last peak of S3,867 

million in June, 1951. 

During the month SI 12 million were repaid to the International Monetary Fund. 
'I'his represented the remainder of the sum of 8300 million made available by the I.M.F. 
in dollars to the United Kingdom in 1947 and 1948. 'fhis payment must be regarded 
as the main reason for the drop in our reserves, but it is not the only one. For the first 
time this sununcr, normal seasonal pressures made themselves fck. In addition, it 
seems likely that there has also been a withdrawal of short-term funds by foreign holders 
due to the recent weakness of sterling in the exchange markets shown by the narrowing 
of the spread between money rates in New York and London. How^cver, this speculative 
outllow must have been comparatively small in consideration of the unusually large 
inflow of foreign capital in March, April and May this year, and despite the August 
deficit of 85 million w ith non-sterling countries outside F.P.U. (compared with surpluses 
of S76 million in July last and 8 50 million in August 1953), there is no indication of a 
fundamental change in the strength of sterling. 

Defence aid receipts from the United States fell by 84 million and amounted to 
811 million in August, whilst receipts from the Furopcan Payments Union in part 
settlement of the July surplus accounted for 811 million to v/hich must be added a 
payment of 82 million J5rirain’s F.P.U. creditors. 

On the provisional figures for the month, the United Kingdom had a deficit of £S 
million with the Union, which will fall to be settled in September, as to 50 per cent, 
in gold or dollars and as to 50 per cent, by receipt of credit from the Union. 


With effect from August 31 last the 'ITcasiiry lias relaxed the 
ivioRE MONEY j-jithcrto scvcrc restrictions on the export cn' capital bv persons w'ho are 

FOR EMIGRANTS ‘ ^ * 

emigrating from the United Kingdom. F migrants to countries outside 
the Scheduled Territories will be rc-dcsignaicd as rcsiticius of their new’ countries of 
permanent residence as soon as they have left the United Kingdom, instead of at the end 
of four years as at prcsciu, M'hcy will also be entitled to receive the whole of their 
settling-in allow ances immediately instead of in instalments over four years. 'I'hese are 
valuable concessions. The settiing-in allowances remain unchanged except that the 
allow^ancc for non-doihir non-stcriing countries will be /,'5,000 per family unit for all 
such countries instead of for O.E.F.C. countries only. 'Phis concession, in practice, 
seems negligible. 

The immediate redesignation of an emigrant has another result wdiich, for a w ealthy 
person, is far more important than any of the advertised concessions. A non-resident 
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is normally permitted to sell his sterling securities and get his money out in his own 
currency (say dollars) through the switch market at whatever the current discount on 
switch sterling may be. So an emigrant, from now on, instead of having to wait four 
years, can go ahead at once with such a capital transfer — and at the momcni the discount 
is small, varying from 1 per cent, to 3 per cent. Operations of this type do not involve a 
diminution of the United Kingdom’s foreign currency reserves, for before switching 
can take place there must exist some non-resident willing to buy in foreign currency or 
from an appropriate non-resident account. 

So far, so good. Here is another small evidence of the authorities’ confidence in 
sterling : but it is a confidence that benefits people who up to now have been residents. 
The people who have to be favourably impressed arc the non-residents and, as far as those 
in Europe are concerned, the only minor move that will influence them is a revocation 
of the ban on the import of Bank of England notes. 'I'he time for such an easement 
is overdue, and if it can be made to coincide with the temporary autumnal weakness of 
sterling it will be all the more impressive. 


Several new names have been added during the pasi few weeks 
CAPITAL to the list of banks which have announced capital schemes of one 
CHANGES another. A brief record of the Royal Bank of Scotland proposals 

to bring tire bank’s capital more into line with the actual capital employed in its business 
appeared in The Bankers^ Magazine for September (page 205). The free issue to 
proprietors of £2 of new stock for every £5 held entails an increase in the capital oi* 
700,000 by capitalising part of' the published reserves, but on the other hand 
£1,872,784 is being transferred from the bank’s inner reserves to the published reserve 
fund. These changes will raise the issued capital to £5,950,000 and published reserves 
to £5,050,000— a total of £11,000,000. 

At the same time, a change is being made in the form of transfers of the bank’s 
stock. The special form of transfer which has so far been necessary is being discarded, 
and the common form of transfer is to be used, wJiile definitive certificates are to be 
issued to stockholders instead of stock receipts. 

Somewhat similar changes to those in the capital of the Royal Bank are being made 
by the bank’s two subsidiaries. Cilyn, Mills and C".o. is transferring £280,000 from 
inner reserves to the published reserve fund, and is issuing £140,000 of new capital 
as a capitalisation of part, of its published rcseiv^es. The transfer from the inner reserves 
of Williams Deacon’s Bank is £675,000, and the free issue of new capital consists of 
400,000 “ B ” shares of £1 each. The new shares Vv^ill be allotted in each case to the 
Royal Bank of Scotland as holder of all the issued capital of the two institutions. 

'Ehe scheme announced a few weeks ago by Barclays Bank (Dominion, (Colonial 
and Overseas) — the title of which is now being shortened to “ Barclays Bank D.C.O. ” — 
is of a different kind. It consists of a consolidation of the bank’s capital into a single 
class of ordinary stock, and concerns primarily the 500,000 “ B ” shares of £5 each, 
with £2 per share paid up, held by Barclays Bank and representing the financial backing 
provided by that instirition when Barclays D.C.O. was established in 1925. The 
latter bank has now accumulated substantial reserves, and Barclays Bank is paying up 
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the balance of 0 per “ B ” share {£1^500^000) and in addition is paying £1,875,000, 
which would represent the dilTcrcnce between the nominal value and the market value 
of a holding of £1,500,000 of Barclays D.C.O. “ A ” stock. 

Barclays Bank had voting control over Barclays D.C.O. by virtue of its holding of 
“ B ’* shares. These shares are now eliminated and the voting rights of the “ A ” stock 
are being altered to give this stock, under its new title of ordinary stock, one vote for 
every £1 held instead of one vote for every £10. As a considerable holder of the “ A ” 
stock as well as its “ B ” shares, however, Barclays Bank will still have over 50 per cent, 
of the total voting power in Barclays D.C.O. 

As a result of the changes in its capital, Barclays D.C.O. receives a total payment 
of £3,375,000 of which £3,000,000 is to be used to increase its investincnt in Barclays 
Overseas Development Corporation by subscribing further capital, 'fhis will enable 
the Development Corporation to retire the £3,000,000 of notes held by Barclays Bank, 
and with capital and reserves totalling £6 million, the Corporation should be in a position 
to obtain fresh funds on its own responsibility from outside sources for the development 
of its expanding business. 


Announcement last month of the further renew^al of the London 
CREDIT credit for the b'rench wool textile industry caused no surprise in the 
RENEWED London is already established as a provider of finance on these 

lines, arrangements similar to those now concluded having been in force since 1947. The 
credit, which reaches the French industry through the Ciroupemcnt dTmportation ct de 
Repartition de la Laine, finances raw wool purchases from British Commonwealth 
countries, and, as in previous years, it has been granted by a banking group headed by 
Lazard Brothers and Company. 

The terms are precisely the same as those in force last year, comprising an acceptance 
credit for £12,500,000, subject to a temporary increase of £2,500,000 during the peak 
of the wool buying season. Repayment is again linked with the export of French 
woollen manufactures, and the security includes forward exchange contracts in favour 
of Lazard Brothers to meet the maturity of drafts, normally three months’ bills. In the 
1953-54 season, the credit then in force was turned over twice, financing Dominion wool 
shipments to France totalling about £30 million 


Judged by purely commercial standards, the results of the Finance 
Corporation for Industry for ihe year to March 31 leave a good deal 
to be desired, but commercial profit is not the C.orporation’s primary 
objective. Its report shows that it is performing valuable work, particularly at the 
present time, when large investment is essential to the future efficiency and competitive 
power of British industry. The revenue balance for the past financial year was £2,652,474, 
which compares with only £200,963 in the previous year and with £489,540 in 1951-52. 
The 1953-54 figure, however, includes £2,250,000 received as compensation for the 
option rights formerly held by the F.C.I. into the equity capital of steel companies which 
have now been nationalised. Without this extraneous addition, the past year’s recovery 
in earnings would have been far less impressive. 
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As in previous years, the whole of the revenue balance has been applied to writing 
down the value ot the Corporation’s investments. These include its petrochemical 
interests, principal among which is the holding of some £S 5 million in Petrochemicals 
Ltd. I his company’s capital expenditure exceeded original estimates, and the project 
has taken longer than anticipated in reaching the profit-earning stage. It has now 
reached a point where profits are being earned, but not on a scale sufficient to cover 
depreciation and interest on borrowed capital. Possibly for this reason, Lord Bruce of 
Melbourne, the F.C.I. chairman, is still uncertain whether or not the Corporation’s 
provision for investment depreciation is adequate. 

The balance sheet shows that investments, comprising loans and participations, 
declined from £60 9 million to £^S 9 million as a result of the year’s operations. Securities 
oi companies taken over by the Iron and Steel Holding and Realisation Agency amounted 
to £36-3 million, a reduction of £3-2 million, owing to repayments by one of the steel 
companies now disposed of by the Agency. Investments apart from iron and steel, 
on the other hand, increased from £214 million to £22 6 million, and the Corporation 
had undertaken to make further investments totalling £18 3 million at the end of its 
financial year. Since none of these new commit meats was in respect of iron and steel 
projects, the (Corporation’^, actual and prospective investments outside the iron and 
steel industry, amounting to some £41 million at the end of the year, accounted for 
considerably more than hall' its total participations and commiimerns. This suggests 
a wider spreading of its investments, but that docs not necessarily imply any slackening 
of its support for the iron and steel industry. 

The Credit Insurance Association Ltd., a business enterprise 
largely concerned with negotiating the insurance of foreign trade risks, 
has over the past three years published three or four extremely useful 
surveys of export problems. The nature of' German competition and the I .at in- American 
outlook have been two of the regional matters dealt with, and now the Association has 
given us in Iuisf-\Y\^sr Trade a guide to the methods and prospects of selling British goods 
to the Iron (Curtain countries. A year ago this subject would not have had the interest 
it enjoys to-day but it came very much alive v'hen the Prime Minister, last February, 
gave strong encouragement to those seeking to interchange merchandise and services ” 
with “ Soviet Russia and its Satellites.” "Jlic pamphlet before us wisely emphasises ai 
the start that though there may be some good business available in Communist markets 
it must not be assumed that it is either stable or permanent — in other words, it is entirely 
at the mercy of a change in Moscow’s political directives. Even in the present phase of 
peaceful co-existence ” there arc innumerable practical snags (awkward arbitration 
clauses, for instance) and the paragraphs dealing with these should be carefully studied by 
intending exporters. “ 'Perms of payment ” on pages 13 and 14 is of importance but 
we think exporters to Russia should be warned that though they may secure London 
documentary credit terms, the credits will be those of the Moscow Narodny Bank and 
it will be useless to ask the Russians for the confirmation of a British bank. Incidentally, 
though the pamphlet refers to the fact that payment terms to the satellites are tending 
to become less favourable to sellers it does not mention that in recent months a fair 
amount of business h.-'s been conducted satisfactorily with Poland on an “ outward bills 
for collection ” basis. 
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THE FIRST 
HUNDRED- 
MILLION 


The Co-operative Permanent Building Society announce that on 
September 13 the assets of the Society reached a total of more than 
£ 100 , 000 , 000 . 


The progress of the Society during the past ten years can be seen from the following 
comparative figures : 


1944 

1953 


Share C’apiial 
Deposits 
and Loans 

35,116,061 

82,466,517 


Mortgage 

Assets 

C 

27,645,900 

73,383,488 


■ Total 
Assets 

C 

37,217,120 

86,674,335 


Number of 
Accounts 

184,358 

302,970 


The Society recently announced that mortgage approvals arc running at a higher 
level than at any time in the Society’s history and that as far as the immediate future is 
concerned it will be able to lend all the funds it can obtain. 


With good lurnovc*- being effected at tlie ‘ fixing ’ and dealers 
^NOT*^*^ generally quite active throughout the day, the London market is 
gradually recapturing its position of pre-war eminence. Apart from 
normal Continental cncjuirics, buying orders have been received from tlic Middle and 
Far Last, and, though naturally enough such demand has not failed to exercise an 
influence, the sharp rise that had occurred by September 16 — when the ‘ fixed ’ price 
was 2505. 8(/. — was in the main to be accounted for by the strength of the dollar-stcrling 
exchange rate. While on that day the ‘ li.xcd ’ price produccci a parity, delivery London, 
of 835.08, it is worthy to note that of recent weeks the parity has varied — according to 
supply and demand — between 835.04 and 835.09. Certain overseas centres have 
evinced renewed interest tor coins ; in London, business in sovereigns and half-sovereigns 
has been effected around 705. and 315. respectively. 

Paucity of supplies was largely responsible for the recovery that occurred in silver 
during August ; compared with the official quotation on July 21 of 72i/., the price by 
August 20 had climbed to iy\d. However, in consequence of renewed Russian and 
Japanese sales, the price w'as lowered to TM. on September S since when, with fair 
Continental olftake, it has remained steady. In New York the price of 85 Ic, has been 
maintained unchanged ; consumer demand has been steady to fair with the Bank of 
Mexico still prepared to absorb excess offerings of Mexican silver. It has been reported 
from W^ashington that the Netlicrlands Government has already begun to effect ship- 
ments of silver against the amounts borrowed from the U.S.A. during World War II, 
and which, in fact, were only due for repayment by April, 1957. 

Activity in platinum has continued to narrow^ ; in the result, with scattered offerings, 
the price has further receded. 


Mr. Godwin’s article in our August issue attracted some corres- 
c^EQUEs pondcnce and two points raised therein need elaboration. One writer 
says that it was alw^ays the understanding of bank staffs that the blank 
space at the left-hand corner of the cheque would be later assigned to some special 
purpose. He thinks that crossing stamps could have been slanted in this direction so 
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as to avoid the sometimes messy obliteration of material parts of the cheque. We doubt 
whether there would be any net advantage. Right-handed as most of us are, the swift 
stamping towards the left-hand side of the cheque would be an awkward operation, 
and minimise the saving of time gained elsewhere by the present design of cheques. 
Another of our correspondents takes exception to the advice that alterations should be 
confirmed by “ your initials written alongside each alteration.” We feel he is on firm 
ground here, and that it would be safer to insist on all material alterations being confirmed 
by a full signature, though admittedly the banker may accept initials at his discretion 

for minor amendments. 


Dealing in cocoa, wool and rubber futures arc now in full swing. 
coivirMOD?TiEs excellent short description of these comparatively new markets is 
given in The Three Banks Rcvic70 published on September 13 last. 
Of these three commodities, wool is the latest addition, the futures dealings commencing 
as recently as April, 1953. There is a basic similarity between the dealings in all three 
markets, though naturally enough there are some procedural differences. The article 
by B. S. Yamcy entitled “ Future Trading in Cocoa, Rubber and Wool Tops ” is fully 
explanatory, and for the busy banker, commendabiy concise. 


An admirable survey entitled Industrial Germany was published 
timIes^suiTvev Vinancial Times on September 13, 1954. Amongst other 

articles on various (icrman industries, it contains a contribution by 
Professor Ludwig Erhard, the Federal Minister of Economics, on “ The Recovery of 
West Germany ” and one by Mr. H. J. Abs entitled ‘‘ Towards Convertibility.” 
Together with the articles on German Banking which appeared in the August issue of 
The Bankers^ Ma^azine:^ this excellent survey gives a fairly complete picture of the (jcrman 
economy to-day. 


The Fuji Bank opened its new premises at Salisbury House, 
N^w' pR^'ivns^s Finsbury C>ircus, on September 20, 1954, and a number of distinguished 
guests were present at the opening ceremony. 

The Fuji Bank is the largest of the tw^elvc foreign exchange banks of Japan and its 
last statement of account on Alarch 31 amounted to nearly 306,000 million yen. 

The newly appointed Resident Director and Manager in I.ondon is Mr. Masao 
Nitani. 


^ -■ - 

Overseas Notes and Comments 

THE END West Germany’s central Bank, the Bank deutscher Lander, 

OF announced last month the freeing of all Sperrmark balances as from 

SPERRMARK SepcCmbcr 16, 1954. This important step on the eve of the annual 
meetings of the International Monetary Fund and the World Bank was taken after 
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consultation and in agreement with Professor Erhard, the West German Minister for 
Economic Affairs. It is another proof of Federal Germany’s economic strength and of 
her determination as well as ability to establish convertibility at an early date. 

According to these new regulations foreign holders of blocked marked accounts 
can now transfer their balances to any country they choose, with the temporary 
exception of dollar countries. Alternatively their balances can be transferred to a 
so-called liberalised capital account ” which offers the following five opportunities : 

1. Balances can be transferred to and between all countries that have clearing 
arrangements with West Germany (except dollar countries). 

2. Balances can be transferred to a partially convertible DM account. 

3. Balances can be sold and transferred to liberalised capital accounts of other 
non-residents. 

4. Balances can be used in Germany for travel expenses, for supporting persons 
living in Germany, etc., in accordance with the laws already in existence for 
Sperrmark. 

5. Balances can be invested in Germany. 

Another important change concerning non-residents is the abolition of restrictions 
on all profits, interest and other incomes originating from possessions in Germany. 
These can now be freely converted into any currency including dollars. 

It is estimated that the total sum involved amounts to some DM 650 million 
of which almost two-thirds, namely about DM 400 million, have already been partly 
de-blocked since last winter when the Bank deutscher Lander did the first steps to free 
the Sperrmark, The possible additional transfer burden of this last step in the freeing 
of blocked mark balances amounts therefore to at least DM 250 million. But even if 
the total sum were claimed, it could not seriously endanger the Federal Republic’s 
reserves in gold and foreign exchange. 


Last summer Finland had just started her slow climb to lecovery 
'*REcovERY^ crisis that the sharp full in commodity prices w'liich followed 

the Korean cease-fire had plunged her. In the second half of 1953 a 
trade surplus of 15,900 million finmarks tvas earned ; for the complete year, however, 
the favourable balance was only 9,700 million. Although the volume of exports 
increased, the satisfactory outcome owed much to a drastic reduction of imports. The 
Finns have a fine record of commercial integrity and the Government is as alive as 
individual traders to the need to cut its coat according to its cloth. The extent of 
the recovery between 1952 and 1953 is shown by the fact that in place of the balance ot 
payments deficit of 21,300 million finmarks in 1952 a surplus of 11,500 million was 
achieved last year. 

The improvement has continued this year. There is a seasonal import surplus in 
the early months of the year but in the first four months it amounted to only 5,500 million 
finmarks, nearly 2,000 million less than in the same period last year. Surpluses w’erc 
shown in May and June and for the six months as a whole the passive balance was 4,000 
million lower than last year — ^a substantial achievement. 

Finland’s economic well-being depends on the export trade and the bulk of the 
foreign exchange income comes from the sale of forest products ; in 1952 they earned 
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83 per cent, of the total income and last year 77 per cent. The immediate outlook for 
sales is reassuring : the demand for Finland’s main products is quite strong and the terms 
of trade are coniinumg to move in her favour. It is now expected that for 1954 as a 
whole the value of exports will exceed last year’s figure by 20 per cent. 

The recovery is undoubted, but fundamental difficulties remain. Rising prices for 
her main exports are tending to mask the key problem — high internal costs. A number 
of factors in recent years have combined to force Finland’s cost structure up to a point 
where now her competitive position in export markets is endangered. The same 
problem, too, affects other fields of production. The domestic cost level generally 
hardly gives the industries catering foi the home market a chance to compete, price for 
price, with foreign products. With the general pressure in Western Kuropeitn countries 
to liberalise foreign trade, this could be serious. Sooner or later the problem must be 
faced. 

In fact, Finland’s recovery is precarious. Until adequate internal measures have 
been taken, too much depends on external factors which the Finns cannot influence. 
The linmark could too easily come under heavy pressure. 


ANGLO- Relai'ions between the United Kingdom and Hungary were 

HUNGARIAN bfokcii off iu Deccmbcr 1949 because of Hungary’s unjustifiable 
AGRftiEMF.NT imprisonmcjit of Mr. Edgar Sanders, ("hanges in the leadership of 
the Hungarian Workers’ Parry in July 1953 heralded a more conciliatory Communist 
policy : the economic situation had gone from bad to worse and the ( lover nment were 
frightened. Mr. Sanders was released the following month and Anglo-Hungarian 
negotiations were resumed in March 1954 but it was not until five months later that a 
trade agreement was signed, lire new modus vivemii runs for the twelve months com- 
menced September 1 last and is preliminary' to negotiating, before September 1955, 
settlements in respect of Ilungary'^’s liabilities for public and private debts, nationalisation 
of British property and claims under the peace treaty. 

Prior to the Sanders affair British imports from Hungaty \\;erc running at an annual 
rate of nearly £1 million, and trade in the opposite direction at about £^-l million. 
Under the new agreement quotas for Hungarian exports to the United Kingdom have 
been agreed at approximately £5 5 million — ^mainly foodstuffs and bristles — while our 
sales (approximately £5 million) are expected to consist chiefly ol' wool tops, pharma- 
ceuticals and machinery. At the same time, Hungary has been brought into the transfer- 
able account area. 

I his agreement bears witness both to the chastened mootl of the Hungarians and 
to the notion of “ peaceful co-existence ” now being advertised in another place. In so 
far as it restores an old market to Britain it is to be welcomed, but we should feel happier 
were there any real evidence that Hungary intends to meet her accrued sterling obliga- 
tions. These must by now amount to something like £25 million and a good deal of 
it is represented by property expropriated from concerns such as Lever Bros, and 
Dunlops. The stolen «.'sscis are there but it is difficult to believe that the co-cxistentialist 
mood will be equal to handing back the booty. 
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When Air. Markezinis, the energetic Minister of Economic 
GREECE Co-ordination, resigned last April reactions abroad, as we mentioned 
in our May issue, were unfavourable. His had been a strong and able 
hand directing Greece’s struggle for recovery — he was a difticult man to replace. Reports 
to date, however, show that at any rate the initial shock of his loss has caused no setback ; 
Greece’s recovery is still proceeding satisfactorily. 

The severe devaluation of the drachma last year and the abolition of import control 
do not appear to have led to any serious inflationary pressure, while the 300 million 
drachma internal loan floated in June was quite heavily oversubscribed. Perhaps most 
important is the improvement in the balance of payments : in both the years ending 
June, 1953 and June, 1954 there was im adverse trade balance of ^114 million (the 
value of trade was higher in the latter year) but wheicas in the earlier period net invisibles 
amounted to §68 million they increased to $92 million in the year ended June last. 
The most recent deficit was more than covered by special receipts — mainly American 
aid — which amounted to S51 million ; consequently the reserves benefited by S29 million. 

Shortage of capital relative to all the nc :cssary works of reconstniction and develop- 
ment is a chronic problem in Greece. With American aid tapering off it is noteworthy 
that the World Bank has recently sent a mission to Athens and, according to an official 
Greek statement, has agreed that a rapid reorganisation of long-term industrial credit 
is necessary and has indicated that it would be prepared to consider granting a loan for 
the purpose, 'riiis is also cheering news to holders of Greek bonds, as the Bank, which 
will not lend to countries which have old debts outstanding, must presumably be satisfied 
with t he reasonableness of the proposals the Greek Government were to lay before their 
creditors towards the end of last month in Paris. 


When the British occupied Cyprus as a result ol' the Anglo- 
F.NOSI5 Turkish Convention of 1878 they were immediately greeted by the 
bishops of the Orthodox Church with a demand for Bnosis, Union with 
Greece. The Church has continued to lead the Hnosis movement ever since but until 
a year ago it remained an Anglo-Cypriot matter which Britain, at least, did not take ovxr- 
seriously ; indeed, a socialist Secretary for the Colonics once conteinptuoLisIy dismissed 
the demand as an idle dream In recent months, however, the pace has quickened 
and the Enosist leaders have persuaded the Greek (Tovernment to submit an appeal on 
the issue of (>prus to the United Nations. It is one of those issues to which “ right ” 
or wrong ” cannot be applied and the Hnosisis are showing themselves poor friends 
of their ishmd in refusing even to consider the compromise solution of self-government 
within the Commonwealth. Let us admit that prior to 1940 the British showed an 
unpardonable lack of interest in Cyprus ; but since then enormous development has 
taken place under the 1946 ten-year plan. Alalaria has been stamped out ; exports, 
which averaged £4-2 million in 1944-1948, amounted to million in 1953 ; in 

spite of an adverse trade balance there is a surplus on the balance of payments ; schools 
and co-operatives are springing up everywhere and there have been four consecutive 
years of peace in industrial relations. 

If it is to be Enosis, there must be real (as distinct from paper) protection for the 
18 per cent. Turkish minority, and there has got to be a guarantee of the interest and 
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capital of a public debt now amounting to £6,660,296 and fiilly covered by assets. One 
has only to consider what fate has befallen investors in the sterling bonds of the Greek 
Government to realise what union with Greece would mean to holders of Cyprus loans, 
and as for the minority of the Turks the idea that their rights would be respected is 
contrary to all recent experience of our uncivilised world. 

There the matter stands ; but British bankers can hardly be blamed if for the time 
being they take a rather more cautious view of Cypriot risks. 


International Bank for Reconstruction and Development 

NIGERIA SEEKS 

THE WORLD has just publishcd a report appraising the development prospects of 
BANK Nigeria and recommending measures for realising them. The composi- 
tion of the ten-man mission that drew up the report gives a good idea of how widely the 
Bank casts its net in its recruitment of experts. Altogether six countries were 
represented : the agricultural specialist was a Turk, the educationist from the U.S.A., 
the transport adviser from France, and so on. 

The development programme recommended covers the five fiscal years ending 
March 31 , 1960, and is directed mainly towards strengthening basic services. Fortunately 
Nigeria has tw^o of the essentials — manpower and funds. The pace of development 
will, however, be retarded by lack of sufiicient technical and management skills and by 
imperfect knowledge of the country’s resources. Big training schemes must be set on 
foot, but even so there will for years be more jobs for supervisors than Nigerians to fill 
them. 

'fo finance the programme of the mission an expansion of government expenditure 
from a level of £51 million in 1952-53 to something like £97 million in 1959-60 will be 
necessary. This will involve an increase in government revenues and the mission’s 
chief recommendation under this head is for higher local taxes, to be used primarily to 
finance the educational and social services sections of the programme. A further 
recommendation is the elimination of import duties on essential consumer goods and 
on capital goods for development, other import duties to be increased to a greater extent 
so as to secure higher total revenue from this source. 

One recommendation of the mission is that a State bank shall be created as soon as 
possible to act as a central bank. It may be presumptuous to question this suggestion 
but it seems to us to show too great a respect for institutions as such and too slight a 
realisation of the facts of Nigerian banking history. There cannot be a bank without a 
management ; there can be but a small surplus of British managerial skill and a nascent 
nationalism w^ould suspect it if it were put into the central bank saddle ; yet is it 
suggested that the experienced labour needed is to be found locally in a country where 
post-war failures among indigenous banks have been the rule rather than the exception ? 


The suicide of Dr. Vargas on August 24 has led to the assumption 
^"va'rgas Presidency by the Vice-President, Senhor Joao Cafe Filho, and 

the appointment of new finance minister, Senhor Guden, a man with 
a reputation for good :ense. An extraordinary amount of good sense will be needed, for 
Vargas left behind him a heavily depreciated currency, an economy in full inflation, and 
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foreign trade payments arrears equivalent to about £2S0 million. Senhor Guden has 
aimounced his disapproval of the financial policy pursued by the old regime but so far 
no constructive measures of any importance have been taken. The remedies needed arc 
simple to state but difficult to apply — retrenchment, reform and acceptance of the law 
of supply and demand as it applies to the country’s exports. The inflation cannot be 
scotched at one blow, it can now only be reduced methodically over a period— but that 
is essential. Reform means, first of all, reform of the Budget in an anti-inflationary 
climate, than an abandonment of the more waldly costly industrial experiments in self- 
sufficiency, and then a recognition that a policy of persistent default is not the way to • 
obtain new credits. As to the foreign trade situation, 'veryihing turns on Brazil’s 
willingness to accept the fact that if there is a ceiling price for cotfee it is one decided upon 
by consumers, all of whom cannot be squeezed all the time. The British Ambassador 
to Brazil in a recent speech in Rio lamented the “ strange myopia ” of the inhabitants of 
Britain when it comes to Latin America. His Excellency is misinformed : we see the 
magnificent long-term prospects clearly but every business man must ask how many 
years he is to go on being owed money on the security of a brave new world that never 
seems to get any nearer. 


JAPAN'S TRADE ^ARLY last luonth meetings took place in London to consider the 
WITH THE progress made as a consequence of the Anglo-Japancsc payments 
STERLING AREA agreement covering the year 1954. Neither party can have felt pleased 
with the figures so far built up. In 1953 Japan imported £240 million worth of goods 
from the sterling area while selling to it £130 million. This sterling deficit had been 
partly covered by using earlier reserves and by borrowing on “ swap ” operations. It 
was plain that her purchases must decrease unless the sterling area was prepared to buy 
more. The 1954 agreement was based on the assumption that Japan’s imports would 
f all by £30 million to £210 million and her exports rise by £80 million to the same total. 
At half time, by June 30, the position was as follows (comparable figures for 1953 in 
brackets) in £ million : — ^Japanese Exports 68 0 (52-4) Japanese Imports 66-2 (120-5). 


At this rate, the year-end will show the exports at £136 million and the imports 
at £132-4 million. The drain on Japan’s sterling will have been reduced to her net 
invisible payments but the trade each way wall be more than £70 million below what 
was hoped for when the 1954 agreement was signed. In considering this short-fall it 
must be kept in mind that the balancing figure of £210 million had no compulsive power ; 
the negotiators could not do very much to secure its translation into practice. As to 
Japanese exports, the United Kingdom seems to have done little or nothing to facilitate 
greater entry, for U.K. January/Junc imports are given in the 'frade and Navigation 
returns as follows over the past three years; — £11 -4 million; £6-4 million; £4-4 
million. Yet for a variety of reasons the most hopeful outlets for Japanese manufactures 
arc in the rest of the sterling area. This is a doctrine that finds little favour in Lancashire 
but it is inescapable. The trade between Japan and any given part of the sterling area 
need not be bilateral, however ; Australia, for instance, even were she to step up her 
imports (as she surely must) cannot be expected to buy goods of a value equal to her 
shipments of wool. It is natural that Japan should develop considerable surpluses with, 
say, our African colonics, to be offset elsewhere. But it is not going to be easy to tread 
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the road of trade expansion. Japan docs not enjoy anything like the same costs margins 
that she had before the war ; Pakistan and India have developed their own Lancashires, 
which are fully determined to look after their sectional interest ; Australian manufacturers 
(mostly rather high-cost) can be trusted to watch every competing inward shipment — 
and so on. 

So much for the trading interests. Yet they are not the only ones. A great deal is 
being said at present, and rightly said, about the importance of securing the allegiance 
of Germany to the conception of civilisation held by the Free Nations. What is so easily 
forgotten in England is that a similar allegiance must be sought from Japan if liberty 
is to retain a foothold in Asia, and an impoverished, hard-driven people will prove 
uncertain allies in a struggle of ideas. The admission of Japan to G.A.T.T. will shortly 
come up once again for decision. Hitherto the barrier has been Commonwealth opposi- 
tion, led by Britain. We must give way on this, frankly and fully, and seek to win tlic 
ex-enemy’s co-operation. The clTort may fail but the opponents of trust have yet to 
present an alternative policy. Time is not on the side of the Men of Good Will ; it 
rarely is. During the lirst seven months of this y^car Japan’s deficit on international 
payments and receipts was equivalent to J^ISQ million and her stock of uncommitted 
foreign exchange today is probably less than 8500 million. There is therefore still a 
margin of safety but its narrowness is a w^arniiig both to the United Stales and to the 
United Kingdom. 


Obituary 

Sir Kenneth MacKenzie MacDonald, M.C. 

We regret to report the death of Sir Kenneth MacKenzie MacDonald, M.C., on 
August 17, 1954, Sir Kenneth was born at Jesmond, Newcastle-upon-Tyne, in 1878. 
He joined the Bank of Bengal, Calcutta, in November, 1900, and served in India and 
Burma until the outbreak of the first \X’orld War. He was on leave in England in 
August, 1914, and immediately joined up, serving in the R.E.A. w'hcrc he rose to the 
rank of Major, and earned the Military (toss for gallantry in the field. He rexurned to 
India in 1919 as Agent at Dacca, and subsequently after service at Lahore became 
Agent in Rangoon w’hen the Presidency^ Banks w ere amalgamated into the Imperial Bank 
of India in 1921. Alter various promotions he became a Managing Governor of the 
Imperial Bank in 1929. He w^as knighted in 1933 in recognition of the work he had done 
for Indian banking, and it was w'ith regret that in 1934 his service to the Imperial Bank 
came to an end upon his retirement. 

Sir Kenneth was a banker in the best tradition. He loved India and the Indians 
and w^orked constantly for their benefit. He was a good all-round sportsman, but 
preferred riding and golf to other outdoor pastimes, and, being a finished horseman, 
won in 1903-4 the coveted Calcutta Paper Chase Heavy Weight Cup. He was a genial 
host and his passing w4ll be mourned by all as another link lost with those who endeavoured 
to build up a sound banking system and to establish those happy commercial relations 
with Indians which h.^ve helped so enormously in the transition period of the last ten 
years. 
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Some Legal Aspects of the Finance Act, 1954 

Part I- Income Tax and Profits Tax 
By C. B. Drover 

'Flic 1954 Budget was, so far as the ordinary man in the street is concerned, a “ stay- 
put ” Budget. There were no changes in the standard rate of income tax, the allowances 
granted to individuals or the sur-tax rates, and the Budget vvas accordingly dismissed by 
the public as dull and unimaginative and duly forgotten a short time after the (Chancellor’s 
proposals had been announced. 

Nevertheless, the resulting Finance Act has introduced a number of important 
changes so far as the taxation of companies is concerned. In particular, a new capital 
allowance called an “ investment allowance ” has been introduced, which will in most 
cases take the place of the initial allowance. Also provision has been made to prevent 
the cessation and commencement provisions being utilised by means of the reconstruction 
of a company so as to bring about a tax advantage in cases where profits have tallen, and 
there are various other matters, of a more or less particular nature. So far as estate duty 
is concerned, there is provision to mitigate tlie rigours of Section 55 of the i'inance Act, 
1940. That is the section which provides, in general terms, that where a person dies 
holding a controlling interest in a company, his share-holding has to be valued for estate 
duly purposes on an assets basis,” and not on the market value of the shares. Total 
exemption from estate duty is extended to estates not exceeding £^,000 in principal 
value (the previous limit being /^2,000), and in the case of estates of value between 
/'LOOO and /’4,000 the rate of duty is reduced from 2 per cent, to 1 per cent. 'Fherc 
arc also changes in the aggregation provisions. The Act makes no change at all in the 
law relating to stamp duty. 

As is usual the provisions are for the most part complicated, and it is the purpose 
of this article to try and give some explanation of the relevant sections of the Act, in the 
hope that it will prove of some assistance to iJiosc whose daily work requires them to 
have some knowiedge of taxation matters. 

SixriON 14. T his Section provides that income tax for the year 1954-55 shall continue 
to be charged at the standard rate of nine shillings in the pound and that, in cftect, the 
surtax rates shall remain unchanged. 

Si:ci iON 15. 'Fills section provides for the repaymcni of post-war credits at the date 
when the person originally entitled to the credits would have been entitled to claim 
payment, if he or she had not died or become bankrupt. It will be recollected that post- 
war credits were introduced by Section 7 of the Finance Act, 1941 to cover the reduaion 
of certain income-tax rcliefe introduced by that Act. It was provided that die person 
entitled to the credits should have the amount of such credits credited to him on a dale 
to be fixed by the 'Freasury, “ so soon as may be after the termination of hostilities in 
the present war.” No date has yet been fixed, but by Section 26 of the Finance Act, 
1946 and Section 16 of the Finance Act, 1947 provision was made for the payment of 
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post-war credits to the persons entitled on the attainment of the ages of 65, in the case 
of a man, and 60 in the ease of a woman. If a person so entitled died having attained the 
required age but without having made a claim for repayment, his or her successor would 
not be entitled to repayment until attaining the requisite age. Furthermore, if the 
successor happened to be a charity, it would appear that such charity could never obtain 
payment. Neither a bankrupt, nor his or her trustee in bankruptcy, could claim repay- 
ment on attainment by the bankrupt of the requisite age. The present section provides 
that payment can now be obtained by the successor on or after the date when the person 
originally entitled would have attained the age of 60 or 65, as the case might be, regardless 
of the age of the successor. The result is that the anomalies mentioned above are swept 
away and the field of repayment is extended. Originally any assignment or charge of 
a post-war credit was void, but this did not apply to any assignment or charge made by 
personal representatives. The present section now provides that an a^-signment or 
charge made by personal representatives shall also be void, unless made before the 
commencement of this present Finance Act or unless made to a beneficiary under the 
deceased’s will or intestacy or unless made to a creditor of tlie estate, where the estate 
is (or but for the post-war credits would be), insolvent. 

Section 16. This section institutes the new system of investment allowances with 
regard to certain capital expenditure, which will for the most part replace the system of 
initial allowances. The present system of capital allowances was instituted by the Income 
Tax Act, 1945, and in general terms, the system provides that for certain types of capital 
expenditure, an initial allowance should be allowed as a revenue expense for tax purposes, 
in respect of the year in which the expenditure was incurred, and annual allowances 
allowed in respect of each year until the whole of the expenditure had been allowed as 
a revenue expense. If the asset so acquired by means of the capital expenditure were to 
be sold or disposed of, a balancing charge would be levied to the extent that the total 
amount allowed as a revenue expense, plus the proceeds of sale or disposition of the asset, 
was in excess of the actual capital expenditure. On the contrary a balancing allowance 
(that is to say, an additional revenue allowance) would be allowed, to the extent that the 
total amount allowed as a revenue expense, plus the proceeds of sale or disposition of the 
asset, was less than the actual capital expenditure. Under the system now introduced, 
an investment allow’^ance in most cases takes the place of an Initial allowance, and when 
computing the amount of a balancing charge or allowance, the investment allowance 
is not taken into consideration, with the result that the charge would be smaller or the 
allowance greater, as the case may be. Furthermore, the annual allowances will be 
greater after the first year since they will be based upon the amount of the capital expen- 
diture, without deduction for the amount of the investment allowance, contrary to what 
would be the case if an initial allowance were to take the place of the investment allowance. 
In the result, the taxpayer can write off the whole cost of an asset over its life and receive 
a tax bonus of ten or twenty per cent., as the case may be, of the cost price. 

Investment allowances may be made at the following rates in respect of the follow- 
ing categories of expenditure : — 

{a) Industrial buildings and structures 10% 

{b) New machiii^try and plant 20% 

(c) Mines and oil wells 20% 
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(d) Farm and forestry buildings and works 10% 

(e) Scientific research 20‘)o 

So far as (a) is concerned, where the mills and factories allowance under Section 277 
of the Income Tax Act, 1952, is still in operation, the right to an investment allowance will 
not be thereby excluded. Also expenditure on preparing, cutting, tunnelling or levelling 
land is not, in general capital expenditure — (sec Section 278 (1) of the Act of 1952) — and 
docs not qualify for an initial allowance, but it will qualify for an investment allowance. 

Witlt regard to (6), it is emphasised that only new machinery and plant qualify for ■ 
the allowance. Also investment allowances are not applici'blc to “ expenditure incurred 
on the provision of road vehicles unless they arc of a type not commonly used as private 
vehicles and unsuitable to be so used, or are provided wholly or mainly for hire to or for 
the carriage of members of tlic public in the ordinary course of a trade.” Second-hand 
items of machinery and plant and private road-vehicles, will however, qualify for initial 
allowances. In the case of ships, where a taxpayer qualified for an initial allowance of 
40 per cent, under Section 279 (5) of the Income Tax Act, 1952, he may now surrender 
his right to that allowance, and take instead an investment allowance. I'hc former 
allow^aiice w'ould give him a larger immediate deduction with smaller annual allowances, 
the latter would give him a smaller immediate deduction, but larger annual allowances 
and possibly an advantage if the ship came to be disposed of. Furthermore, where 
expenditure on new plant or machinery is allowed to be deducted as an expense in com- 
puting liability to tax, e.g. in the case of renewals or replacements, an investment allowance 
may be claimed. 

In the case of (c) an initial allowance of 40 per cent, is allowed in respect of capital 
expenditure (as defined in Sections 305 and seq. of the Income Tax Act, 1952) in connec- 
tion with mines and oil wells. Now, provision is made for an investment allowance in 
respect of such expenditure, and the taxpayer has an option to take either an investment 
or an initial allowance. 

Witli regard to the farm and forestry buildings and works referred to in ( t/), tlicse 
do not qualify for an initial allowance, but under Section 314 of the Income fax Act, 
1952, an owner or tenant who incurs capital expenditure on such buildings and works 
may charge the cost as a revenue expense spread equally over ten years. An investment 
allowance of 10 per cent, is now allowed in addition, so that 110 per cent, of the expen- 
diture is recovered over the ten year period. 

So far as (c) is concerned, no initial allowance was granted in respect of this expen- 
diture, but by Section 336 of the Income Tax Act, 1952, expenditure of a capital nature 
on scientific research related to a trade could be charged as a revenue expense. In respect 
of expenditure incurred between April 6, 1946 and April 6, 1949, the expenditure could 
be charged equally over live years. In respect of expenditure incurred on or after 
April 6, 1949, three-fifths could be charged in the first of the five years, and one- tenth 
in each of the succeeding four years. Now an investment allowance of 20 per cent, 
is allowed additionally in the first year. 

The Second Schedule to the Finance Act, 1954, contains safeguards against avoidance 
and provides that an investment allowance may be withheld or withdrawn (and, where 
applicable, an initial allowance substituted), if certain events occur within a period of 
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three or five years. The events are such things as : a sale of the property representing 
the expenditure where the buyer is a person not resident in the United Kingdom ; a 
change of residence, of the person incurring the expenditure so that the property con- 
cerned ceases to produce profits which arc subject to tax ; any appropriation of the pro- 
perty concerned to a purpose which would not have entitled the expenditure to have 
qualified for the allow^ancc ; a sale, transfer etc., of the property concerned, if it appears 
either that the expenditure was incurred in contemplation of the property being so dealt 
with, or that the sole or main benefit accruing from the whole transaction was, or derived 
from, the investment or other allowances in respect of the property, and a sale of a road 
vehicle which has qualified for an investment allowance, to a person acquiring it otherwise 
than for a qualifying purpose or as scrap. 

Section 17. This section is intended to stop companies from carrying out a recon- 
struction and thereby gaining a tax advantage from the provisions for discontinuance of 
a trade (Section 130 of the Income Tax Act, 1952). The effect of the section now under 
review is that a trade carried on by a company (whether alone or in partnership), is not to 
be treated as discontinued, nor a new trade as set up and commenced, by reason of any 
change in the persons engaged in carrying on the trade, if at any time within two years 
after that change at least a three-quarters interest belongs to the same persons as held 
such an interest in the trade at some time within the year preceding the change. The 
section is not retrospective, and it only applies to companies and not to individuals 
carrying on a trade in partnership. The provisions of the section will apply, notwith- 
standing any intervening changes of interest, if the conditions laid down arc satisfied at 
some time during the period laid down. Where the provisions of this section apply, 
the two trades will be treated for all income tax purposes as if they were the same trade, 
and as if, instead of the discontinuance, there had been a change in the persons engaged 
in carrying on the trade, 'frading stock, will however, be valued as at the date of the change 
in accordance with the provisions of Section 143 of the Income Tax Act, 1952, as it 
would have been if there had been a discontinuance. Detailed provisions for the assess- 
ment of tax and its apportionment are contained in the Third Schedule of the Act now 
under review\ 

Section 18. This section implements a recommendation contained in Para. 81 of the 
Millard Tucker of the Committee on the Taxation of Tradin^f Profits (Cmd. 8189) 
namely that “ there should be a provision under which the owner of a business may carry 
back a loss incurred in the last year of business and set it against the assessments on that 
business for the three preceding years.” The section now defines such a loss as a 
terminal loss and provides that where a trade, profession oj vocation is permanently 
discontinued, and any person then carrying it on, cither solely or in partnership has 
sustained such a loss, then he may claim that the amount of the terminal loss shall be 
deducted from or set off against his Schedule D profits or gains for the three years of 
assessment last preceding that in which the discontinuance occurs. Sub-section (3) 
of the section provides that in the case of investment holding companies, where the 
Schedule D income is insufficient to cover the whole of a terminal loss, relief may be 
claimed for the bakmce in respect of tax deducted at source from dividends or interest 
received by the company, provided that such dividends or interest would have been 
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:aken into account as trading receipts if they had not been subject to deduaion for tax 
It source. There arc detailed provisions for determining the ownership of a trade or 
.nterest for the purposes of this section and the Fourth Schedule contains some 
mpplementary provisions. 

{to be concluded) 


Recent Legal Decisions of Interest to Bankers 

By C. B. Drover 

IS BANKING A TRADE ? 

R. V, Industrial Dispui i s Trirunai, and Oi hers. Ex parte East Anglian Trustee 
Savings Bank (1954: 2 All E.R. 730) 

Employees of the East Anglian Trustee Savings Bank who were members of the 
National Union of Bank Employees claimed the introduction of a minimum scale of 
salaries for male clerks recommended by the general council of the union. The Bank 
refused to put the reconunendation into effect, and the dispute having been reported 
to the Minister of I.abour and National Service, pursuant to the Industrial Disputes 
Order, 1951, he referred it to the Industrial Disputes I'ribunal. 

The Bank then applied for an order of prohibition against the tribunal’s proceeding 
further in relation to the dispute, contending that the jurisdiction conferred on the 
tribunal extended only to disputes in a trade or industry, and not in a business of the 
kind carried on by the Bank. 

It was HEI.D by a Divisional Court (Lord Cjoddard, C.J., Casscls and Slade JJ.) 
that a trustee savings bank formed under the Trustee Savings Banks Acts, 1863 to 1949, 
is an “ undertaking ” within the meaning of the Industrial Disputes Order, 1951, and 
that ordinarily speaking, banking is a trade. 


Article 1 of the Industrial Disputes Order, 1951, provides as follows : — 

“ Where a dispute exists in a trade or industry or section of a trade or industry 
or in an undertaking and that dispute is reported to the Minister in accordance 
with this order by — (i) an organisation of employers, on behalf of employers who 
are parties to the dispute ; (ii) an employer, where the dispute is between tliat 
employer and workers in the employment of that employer ; or (iii) a trade union 
on behalf of workers who arc parties to the dispute ...” 
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‘ then the Minister can refer the matter to the Industrial Disputes Tribunal, who hear 
it and make such order as they think fit, and that order can be made, and generally is 
made, a term of the contract between the employers and the workmen.’ 

Accordingly if the Bank were not carrying on a trade, industry or undertaking, 
within the meaning of that article, the tribunal would have no jurisdiction to hear the 
dispute. I'hc (]ourt were, however, under no doubt whatever that the Bank was carry- 
ing on an undertaking,” and Lord Goddard had no doubt at all, that the Bank was 
carrying on a trade, and that, ordinarily speaking banking was a trade. He said (2 All 
L.R. at p. 731) 

“ I have also no doubt that ordinarily speaking, banking is a trade. I think 
the ordinary banker, whose business everyone is acquainted with, is cariy^ing on a 
trade and always has been carrying on a trade since banking was set up by the 
Lombards and the Goldsmiths in tlic City of London. The old bankers never 
referred to their clients ; that was left to hairdressers and dressmakers. A banker 
in the proper way refers to his customer. So far as that is concerned, when we 
gave leave I did not think there was much doubt, but I thought it was w^orth having 
argument because it might be said that these trustee savings banks, which are in 
the nature of savings banks and are more akin to the Post Ollice Savings Bank, 
might be on a different footing, but, even if they were on a different footing as to 
trade, they would, in my opinion, nevertheless be an undertaking . . . Although 
the trustee savings bank does more than the Post Office Savings Bank, it docs not 
carry on the business of banking in the same way as one of the big five banks, in 
the sense of issuing cheque books to their customers and performing various services 
for them, but tliey, nevertheless, carry on the business of banking. ... In my 
opinion, therefore, although it is unnecessary to say more, as I am quite satisfied 
that this was an undertaking, the business conducted by the applicants was, none 
the less, a trade. Therefore, it seems to me that, as there is admittedly a dispute 
in the sense that the bank clerks, or their trade union on their behalf, are claiming 
that they should have an increase in wages, there is, no doubt, a dispute in the trade 
or industry or undertaking, and, therefore prima facie, the Minister could refer 
the matter to the tribunal.” 


TRUSTEE AND EXECUTOR— GIFT TO BANK 

Re Stirling (deceased) Union Bank of Scoti.and, I.td. t. Stirling and ors 
(1954 : 2 All E.R. 113 ; 1 W.L.R. 763 ; 98 Sol. J. 337) 

By his will, made in 1949, the testator appointed Union Bank of Scotland, Ltd., 
to be his executor and trustee. The will provided that if the testator’s wife should 
survive him by one month she should take all his property absolutely and beneficially, 
but that if she should not survive him, the subsequent clauses in his will should take 
effect. Of these Clause 4 read as follows : — 
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“ I bequeath the following pecuniary legacies : — (a) To the bank the sum of 
£1,000 free of duty to be paid in priority to all other legacies bequeathed by this 
my will with the request that it will dispose of it in accordance with any memorandum 
signed by me and I direct that any such memorandum is not to form part of this 
my will or to have any testamentary character and I request the bank that if the 
said legacy of £ 1 ,000 is not wholly disposed of in complying with such memorandum 
the balance not so disposed of shall fall into and form part of my residuary estate 
and I declare that the foregoing expression of my wish in connection with the said 
sum of £1,000 shall not create any trust or legal obligation even if the same shUll 
be communicated to the bank in my lifetime.’* , 

Clause 5 disposed of the testator’s residuary estate, and the material part read as 
follows : — 

. . as to one third share thereof to my brother tlie said James bairlie Stirling 
absolutely as to another one third share thereof to my broilier the said David Edward 
Stirling absolutely and as to the remaining one third share thereof to the bank with 
the request that it will dispose of it in accordance with any memorandum signed 
by me and I direct that any such memorandum is not to form part o!' this my will 
or to have any testamentary character and I declare that the foregoing expression 
of my wish in connection with the said one third share shall not create any trust 
or legal obligation even if the same shall be communicated to the bank in my life- 
time.” 

The testator’s wife died within the period of one month, and the above-mentioned 
clauses accordingly took etfect. 

The testator had made no communication of his wishes to the bank during his life- 
time, but certain memoranda were found among his papers after his death. 

The bank, as executor, then took out this sununons to ascertain whether : 

{a) it was entitled to the legacies beneficially unfettered by any trust or obligation : 
or 

(h) It held the legacies upon trust for the residuary legatees and the testator’s next 
of kin, respectively ; or 

(c) it held the legacies subject to some, and if so, what, trusts. 

The bank indicated its desire to dispose of the properly in accordance with the memoranda. 

It was HELD by Wynn-Parry J,, that on the true construction of the will, the bank 
w^as absolutely and beneficially entitled to the legacies. 

Although Section 9 of the Wills Act, 1837, prescribes certain formalities for the 
execution of a will (i.c. (i/) ihat the will must be in wTiiing ; (/’) tliat it must be signed at 
the foot or end tlicrcol by the testator, or by some other person in his presence and by 
his direction ; (c) that the signature must be acknow ledged by the testator in the presence 
of two or more witnesses, present at the same time, tlie witnesses attesting in the presence 
of the testator) ; yet Equity will not permit the Wills Act to be used as an instrument 
for fraud. It is on this ground that Equity has for some 265 years enforced what are 
known as secret trusts ; that is to say, trusts which arc not declared in the will itself, 
but are declared to the trustee in some other manner. 
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Secret trusts can be divided into two broad classifications ; (a) those where the trustee 
is not so designated in the will and is apparently intended to take beneficially, and (b) 
those where the trustee is so designated, the trusts themselves not being declared. 

In the former case, the legatee is not bound by the trusts unless he was aware of 
them in the testator’s lifetime. The principle is that since the person to whom the 
trusts have been communicated, has by his apparent acquiescence, induced the testator 
to make his will in that form or to refrain from altering his will, it would be against 
conscience that he should be allowed to profit by his fraud. Tliis is so, even if the trusts 
are not in writing. 

The rules are not so logical in the cases where the legatee is described as trustee 
in the will, without the trusts being declared. Such a person can never take beneficially, 
and the only question to be resolved is what are the trusts upon which he holds the 
property. If a memorandum is found among the testator’s papers after his death, 
this has no effect, being regarded as a testamentary disposition which does not conform 
to the requirements of the Wills Act. The trustee will then hold the property upon 
trust for the testator’s residuary legatee or next of kin. The same position also arises 
where the legatee apparently takes beneficially in the will, but when the testator has told 
the legatee that he is to be a trustee but has not declared to him the beneficiaries of the 
trust. 

Where the testator designates a person as trustee in his \\ ill, without declaring the 
trusts therein, but in fact declares the trusts to the trustee, who assents, a distinction 
has to be drawn, though an apparently illogical one. If the trusts are declared when, or 
before, the will is made, the trusts are binding on the trustee. If, however, the trusts 
are communicated in the testator’s lifetime, but after the will is made, there is authority 
for saying that the trusts will fail, and the trustee will hold the property upon trust for 
the testator’s residuary legatee or next of kin. The reason apparently is that the prior 
declaration of trust completes the trust which is partially contained in the will. If the 
trust is not completed, it is tantamount to incorporaiing in the will a reservation of a 
future power to change the trusts, which would involve a power to change a testamentary 
disposition contrary to the Wills Act (See Re Keen [(1937) Ch. 236 at p. 246J). 

There is a further rule, known as the doctrine of incorporation by reference, which 
is really quite distinct from tire subject of secret trusts, and which gives effect to written 
memoranda not executed in accordance with the Wills Act, if : (a) they arc in existence 
at the time that the will is made ; and (b) they are referred to in the will, as a matter to 
be incorporated in it. 

In the case now under review if it had not been for the words in the latter part of the 
two relevant clauses declaring that the directions in the clauses were not to create any 
trust or legal obligation, it would seem (a) that the bank could not take beneficially ; 
and (b) that the memoranda could not be given efl'ect to. In tlie result, the bank would 
have held the property upon trust for the residuary legatees in the case of the legacy 
of jCIjOOO, and for the persons entitled on intestacy in the case of the gift of residue. 
However, on the true construction of the will, the judge decided that the testator did not 
intend to create any teusi or cast any legal obligation on the bank, and that being so, 
the bank took the legacies beneficially. 
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Monthly Problem 

The following problem arising from a simple practical banking error has been 
submitted by a reader from Williams Deacon’s Bank in \\^igan, and our usual prize of 
one guinea has been sent to him. A further prize of one guinea will be awarded to the 
reader who submits the most satisfactory solution to reach the Editor, The Bankers^ 
Magai::ine, 85 Sc 86, London Wall, E.C].2, not later than October 14, 1954. 

“ Upon his discharge from army service in 1952, Major X opened a current account 
at Souihtown Bank with an initial deposit of £2,000. A statement of account recording 
the number and amount of all cheques debited to the account was furnished by Southtown 
Bank to Major X regularly every month. In 1954 this customer obtained employment 
in Yorksltire and transferred the balance of his account to Northiown Bank, from which 
he borrowed up to £2,000 on overtiraft, to assist in his purchase of a residence for £4,000. 
The deeds of this house w’cre charged to Northtown Bank by way of legal mortgage as 
security for the agreed accommodation. For the time being, therefore. Major X had 
heavy linancial commitments in relation to his salary of £1,000 per year. 

Two months after the removal of his account to Northtowai Bank, Major X receives 
a letter from Southtown Bank explaining that a cheque for £45 drawn by him in 1953 
had been debited to the account of another customer wdth a similar name. As the error 
has just been discovered, Southtown Bank ask Major X to remit £45 to them to correct 
the position. 

\Xdiat is the legal position of Southtown Bank ? Alajor X is naturally embarrassed 
by tliis request for £45 and seeks the advice of the Alanagcr of Northtown Bank. Flow 
would you deal with his enquiry ? ” 


SEPTEMBER 

PROBLEM 


Only three readers attempted to solve this unusual problem, w^hich 
read as follow^s : — 


“ X, Y and Z are in a similar line of business and decide to unite 
to form a private limited company. Before tltc Certilicate of Incori'>oration is issued, 
X, Y and Z enter into contracts with outside parlies, and use the new'^ company’s note- 
paper in the course of correspondence. 

X, Y and Z now call in at the bank w5th several cheques, all payable to the new 
company, XYZ Idmited, whose Certificate of Incorporation has still not been issued. 

What attitude should the bank adopt ? Is it to collect the cheques and, if so, 
(i) how are they to be endorsed, (ii) what formalities should be observed w^hen paying over 
to the company, duly incorporated, the proceeds of these cheques, if credited to a suspense 
account ? ” 
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The best solution came from a I.loyds Bank reader in Southsea, who covered most 
of the points set out below, and our usual prize of one guinea has accordingly been sent 
to him. 

It is first necessary to consider the legal principles involved in the question. A 
limited company does not come into existence until a certificate of incorporation has been 
issued in its name. This certificate cannot be issued until the memorandum and articles 
of the proposed company have been delivered to the registrar of companies, together 
with a statutory declaration by a solicitor engaged in the formation of the company, or 
by a person named in the articles as a director or secretary of the company, that the 
requirements of the Act in respect of registration and of matters precedent and incidental 
thereto have been complied with. (Sections 12 and 15 (2) Companies Act, 1948). 
When the registrar issues a certificate of incorporation it is conclusive evidence tliat all 
the requiicments of the (Companies Act in respect of registration have been completed. 
In short, it is the birth certificate of the company and in the case of a private company 
(such as XYZ Ltd.), it may forthwith commence business. Until the certificate is 
issued, however, there is in fact no company, and XYZ Ltd. has no legal entity whatso- 
ever. The promoters, X, Y and Z, have no power to correspond in the name of XYZ 
Ltd. or to enter into contracts on iis behalf until the certificate of registration is issued. 
Before that lime they should act in their own names as agent or trustee for the intended 
company. 

Nevertheless, X, Y and Z, having ignored these legal essentials, have in their 
possession cheques made payable to XYZ Ltd., a non-existent company, and if the bank 
collects the proceeds of the cheques for an account opened in tlie name of the limited 
company, it accepts the following risks : — 

1. X, Y and Z may have stolen the cheques from a company already registered in 
that name. 'Lheir whole account of the position may be untrue, or 

2. The company may never be registered because die promoters are for some reason 
unable to comply with the relative provisions of the Cvompanies Act, 1948, or 

3. When registered the Articles of Association may provide that the banking account 
of the company has to be opened at another bank. l*his would, however, be a 
most unusual feature. 

If the cheques are collected and it subsequently transpires that they have been stolen, 
the bank can have no statutory defence against the claims of the true owners. It clearly 
did not collect for a customer without negligence under Section 82 of the Bills of Exchange 
Act. On the other hand, if the company is never registered, die withdrawal of the pro- 
ceeds can be permitted only when the bank can be satisfied that the business claims of the 
drawers of the cheques have been fully satisfied by X, Y and Z, who must indemnify 
the bank suitably. 

The practical solution depends upon the extent to which the bank can rely upon the 
promoters. What is known of X, Y and Z and arc they considered jointly and severally 
good for the risk? If need be, an indemnity could be taken from them to cover the action 
of the bank. Assuming that they are reliable parties, reference should be made to their 
solicitor or accountaiit who is arranging the registration of the company. It may then be 
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found that the papers are about to be filed with the registrar and the issue of the required 
certificate of incorporation is merely a matter of days. In any event, the position can 
be verified and the reasons for any delay ascertained. Perhaps copies of the proposed 
memorandum and articles of the company can be perused in case there may be any pro- 
visions affecting the opening of the account. 

If satisfied on the above points, the bank can apply the cheques to the credit of a 
new account opened in the name of XYZ Ltd., explaining to the promoters that the 
proceeds cannot be withdrawn until after registration of the company. Until then the 
company has no legal entity and no directors able to pass res elutions or otherwise give a 
valid mandate to the bank for withdrawals. The freezing of the proceeds in this manner 
until completion of the legal essentials will overcome all the risk outlined above. If the 
proceeds have not been paid away, they will be available to meet any just claim, 'fhere 
is little point in passing the entries through a suspense account. 

It may be, however, that X, Y and Z wish to draw part of tlie proceeds of the cheques 
to implement the contracts entered into in the name of the intended company. Such 
a request will raise immediate enquiry from the bank concerning the initial capital of the 
new company, lias it been subscribed and, if so, where has it been applied ? Perhaps 
some of the cheques arc from intending shareholders. It is certain that no withdrawals 
of the proceeds of the cheques should be permitted unless X, Y and Z are of undoubted 
standing and the bank has verified to its complete satisfaction the progress made towards 
registration by their qualified professional agent. If the bank is then prepared to accept 
the position and wishes to help the promoters, the cheques should be credited to an 
account opened in the joint names of X, Y and Z, with an appropriate joint and several 
mandate (preferably reciting the facts and indemnifying the bank) to enable cheques to 
be drawn against the proceeds and to autliorise the transfer of any balance to the account 
of the new company as soon as it is registered. 

In both practical solutions suggested above the cheques should be endorsed by all 
three promoters both “ per pro ” the intended company and in their personal capacities. 
They cannot, of course, strictly sign as directors, but they might describe themselves as 
agents or managers, and the collecting banker in these circumstances could confirm the 
endorsement. 

If there is any doubt concerning the standing of X, Y and Z, or the progress made 
with the arrangements for formation of the company, the bank would be well advised to 
explain the legal position to the parties and to decline to collect the cheques until the 
certificate of registration is produced for inspection, together witlt prints ot the memor- 
andum and articles of the new company and a certified copy of the resolution of the board 
of directors covering the opening of the account. 

Incidentally, the attention of X, Y and Z should be drawn to Section 439 of the 
C^ompanies Acl, 1948, which provides that, where any person or persons trade or carry 
on business under any name or title of which “ limited ’’ or any contraction or imitation 
of that word is the last word, they shall, unless duly incorporated witli limited liability, 
be liable to a fine not exceeding five pounds for every day upon wliich that name or title 
has been used. The need to expedite the registration of XYZ Ltd. and to stop meantime 
dealing in its name, will therefore be apparent to all three parties. 
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Banker and Customer 

The Collection of Cheques 

Negligence {Concluded) 

Unusuai. Transactions on an Account 

It is now clear from this survey that a collecting banker is expected to exercise 
the same care and thought in the interests of the true owner of a cheque as any reason- 
able business man would display in dealing with his own affairs. So far the practical 
examples of negligence have all been founded on some fiduciary link, however remote, 
between the drawer or payee of the cheque and tlie customer applying it to the credit 
of his account. Although such relationship usually exists between the true owner and 
the thicl', it by no means follows that it will always be evident to the collecting banker. 
It is, therefore, prudent to add the general and somewhat sweeping assertion that any 
transaction of an abnormal character passing through an account should be examined 
and enquiry made if* doubt arises. Suppose Southtown Bank has a customer known 
to be a Post Ollice clerk, llis account is normally fed with monthly salary payments acid 
it carries an average credit balance of al)out £50^ with an annual turnover of £700. If 
this customer suddenly starts paying in large amounts and tlten draws cheques payable 
to stockbrokers, there is a priwa facie case for care. The chccpics paid in may be beyond 
suspicion because they are drawn by stated executors, or known bookmakers or Ibotball 
pool proprietors in favour of the customer. But an investigation arising out of the abnormal 
transactions may disclose that the cheques received for collection were in favour of third 
parties, or perhaps drawn by the customer’s employers. In short, transactions incom- 
patible with the known resources and financial position of a private customer should 
provoke enquiry. They will usually be quite harmless, but a bank is presumed to be 
in close touch with its customers’ financial affairs and failure to notice unusual transactions 
may be regarded as negligence within Section 82 if it later transpires that the customer 
has stolen the cheques collected by the banker for his account. Sudden changes in the 
nature of transactions passing through any private account may provide the initial warn- 
ing that the customer is converting monies to his own use. Admittedly, no case has 
yet been decided against a bank on such grounds alone, but on several occasions the 
failure of a bank to query abnormal entries has materially helped the true owner to succeed 
in llis action for damages. A lew examples will serve to bring this lesson home to the 
practical banker. 

In the first instance, Lloyds Bank Ltd. v. The Chartered Bank of Indiuy Australia 
& China [1929] 1 K.B. 40, affords a striking example of abnormal transactions passed 
through the account of a bank clerk. A more salutary or hor.icly story would be diffi- 
cult to find. Lloyds Bank I Ad. employed a Mr. T. D. Lawson as chief accountant in 
their Bombay branch. He was a junior officer to the manager and two sub -managers 
in Bombay and received a salary of Rs. 1,200 per month. Lawson nevertheless kept 
three private accounts, one with Lloyds in Bombay, one with Lloyds in London, and 
one in the name of himself and his wife with the Chartered Bank in Bombay. His salary 
was naturally credited to his account wdth his employers in Bombay. 

Lawson had power to draw cheques on behalf of Lloyds Bank on their account 
with the Imperial Bank of India in Bombay. If these cheques were for amounts in 
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excess of Rs. 5,000, they had to be countersigned by another official of Lloyds. In 
fraud, Lawson drew a crossed cheque on the Imperial Bank for Rs. 15,000 payable to the 

order of the Chartered Bank, and induced another official to countersign it. lie then 
credited this cheque to his joint account at the Chartered Bank. This was the start of 
a series of similar frauds. Altogether he drew nineteen cheques totalling about £17,000 
(actually Rs. 250,000) and misappropriated the proceeds through his joint account with 
the Chartered Bank. The frauds were hidden in the books of Lloyds Bank by devious 
means which do not concern us here, but when they were discovered and Lawson con- 
victed and sentenced, action was brought against the Chartered Bank claiming £17,044 
as damages for conversion. The defendant bank relied, inter alia^ upon Section 131 
of the Indian Negotiable Instruments Act, 1881, which is the equivalent ol' Section 82 
of the Bills of Exchange Act, 1882. 

It transpired in evidence that Lawson was a man who appeared to be possessed of 
substantial means. Ilis account with the Chartered Bank disclosed several payments to 
stockbrokers, largely made out of the proceeds of the stolen cheques. Each credit of 
a stolen cheque w^as followed by a substantial payment to stockbrokers. In the lower 
Court, MacKinnon, J., found for Lloyds Bank and the decision was upheld upon appeal 
because the Chartered Bank I'ailed to prove that it had acted without negligence. 'Fhe 
following extracts from the Court of Appeal judgments show the attitude of the Court 
to any failure to query abnormal transactions. 

“ q’hc Judge finds alter careful consideration that the defendant bank failed to prove 
absence of negligence. He rests his judgment on the payment by Lawson of large 
cheques of his bank into his private account and failure to make enquiries of the manager 
of the plaintiff bank as to the regularity of tlic transaction. I agree in this finding, and 
would add that I ihink examination of I.awson’s account (and I am sure that general 
examination of the account of every customer lakes place from lime to time in all well- 
managed banks) should have put the defendant Bank on enquiry as to the source from 
which these heavy payments to stockbrokers were being made in an account generally 
in low water except for these payments-in immediately reduced by payments-out.” — 
per Scrutton, L.J. 

“ The items of negligence to which I am disposed to attach the greatest importance 
arc : (1) The fact that the defendants knew that Lawson was an employee of the plain- 
tiffs and was transferring these large sums of money from the plaintiff’s bank to the 
defendants’ bank, and (2) the methods by which the transfers were made. In my view, 
a bank cannot be held to be liable for negligence merely because they have not subjected 
an account to a microscopic examination. It is not to be expected that the officials of 
banks should also be amateur detectives. It is not easy, nor is it desirable, to define 
the degree of negligence which would render them liable. Many factors have to be taken 
into consideration, me customer, the account, and me surrounding circumstances. But, 
while it is difficult to draw the line, the problem upon which side of the line a particular 
case falls does not present such difficulties. Having regard to the uncommon nature of 
the cheques in question, having regard to the fact that Lawson was an employee of the 
plaintiffs, as was well known by the defendants, and having regard to the heavy pay- 
ments made at crucial times to persons known to be brokers, I cannot come to any otlicr 
conclusion than that the defendants were negligent in this case.”— per Sankey, L.J. 
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The practical test really is whether the receipt of large sums quite beyond the known 
normal circumstances of the customer, coupled with the actual cheques received, place 
the banker upon enquiry. The point was even made in the Savory Case (which has 
already been discussed at length in this scries) when Scrutton, L.J., stated : “ The nature 
of the account seems to me suspicious. Perkins they knew to be a stockbrokers’ clerk. 
Into his account were paid once, twice or thrice a month sums considerable for the size 
of the account, amounting in one year to over /^'UOOO.” The warning is plain. It is 
up to the banker to make judicious enquiry if the cheques received for collection do not 
speak for themselves. The manager, in effect, has to determine whether the customer 
has benefited under a will, backed a winning horse, been fortunate in his weekly gamble 
on the football pools, or is merely defrauding his employers or some other party whose 
funds are vulnerable. The unusual or abnormal nature of the receipts and payments 
through the thief’s banking account may provide the first real warning, or perhaps bring 
to light suspicious features which have been missed earlier when the first stolen cheques 
were handed in for collection. The perusal by a senior branch official of unusual items 
passing through any private account may be onerous work, but it is amongst other tilings 
a possible insurance against the risks of conversion. 

Unsatisfactory Accounts 

Finally, it is necessary to emphasise that where the account of any customer is con- 
ducted in an irregular manner, the need for enquiry is more evident and the extent of 
such enquiry necessarily more searching. An unsatisfactory account does not in itself 
automatically give rise to suspicion from the standpoint of the collecting banker, but 
where there are circumstances of the nature already described in this series surrounding 
the collection of any particular cheque, a much deeper enquiry will usually be necessary 
than in the case of a highly satisfactory account. In other words, the banker as a reason- 
able business man must be more suspicious by reason of his experiences with the account. 
The need for much greater care and deeper enquiry in such circumstances was brought 
out in the relatively recent case oi^ Motor Traders Guarantee Corporation Ltd. v. Midlatid 
Bank Ltd. |T937J 4 All. F.R. 90. 

On July 1, 1936, iVLotor Traders Guarantee Corporation I.td., which financed hire 
purchase agreements for motor cars, drew a crossed cheque on their account at Idoyds 
Bank, Bristol, for 3^189 5s . — in favour of Messrs. Welch & Company, motor dealers, 
and handed it to Mr. F. R. 'furner. The endorsement of the payee was forged and the 
cheque then paid by I'urner into his account with Midland Bank I.td. at their Staple 
Hill branch in Bristol. Action was brought against Midland Bank Ltd. for damages 
for conversion of the cheque, and it relied on Section 82 of the Bills of Exchange Act, 
1882, in defence. The cashier cf the collecting bank in evidence said that when he 
noticed that Turner was paying-in a third party cheque he raised enquiry, and Turner 
told him that it w'as part of money due to him from Welch & Co., the payees. As the 
cashier was aware from the ledger that 'Lurner and W^elch & Co. had considerable busi- 
ness transactions in connection with motor cars, he w^as satisfied. At this stage, therefore, 
it would appear that the bank had raised enquiry and received an answer wloich a reason- 
able business man could accept. Moreover, Counsel for the bank submitted that the 
case was different from most of those previously dealt with by the Courts. Turner 
was not employed by cither the drawers or the payees of the cheque. In previous cases 
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the collecting bank had made no enquiries, but here Turner had been asked why he was 
paying in the cheque and his answer was reasonable and acceptable. 

Mr. Justice Goddard, in giving judgment, said th'it the circumstances of the case 
were a little unusual, for in the reported cases the question was whether the bank in the 
particular circumstances ought to have been put on enquiry, while here enquiry had 
actually been made and the question was whether it was sufficient. His mind had 
fluctuated during the hearing, and but for one fact his judgment would have been in 
favour of the bank. But during the hearing it had been disclosed that between January, 
1936, when Turner’s account with the defendants had been opened, and July, when this 
cheque was presented. Turner had had no fewer than 35 cheques returned dishonoured. 
Some of them had been paid subsequently, but others had never been paid at all. 

When the cheque was presented the cashier asked 'i'urner how he came by it, and 
if Turner’s banking antecedents had been satisfactory the explanation which he gave 
would, in his (his Lordship’s) view, have justified the defendants in crediting Turner 
w'ith the cheque. The mere fact that the cashier did not obey the bank’s regulations 
and refer the question to the manager did not of itself constitute negligence under Section 
82 of the Act. Nor w^as there an absolute duty to enquire of the payee, or of the drawer, 
of a third-party cheque whether the matter was in order. 

What enquiries ought to be made must depend on the particular circumstances in 
each case. In this case, in view of the unsatisfactory nature of T urner’s banking history, 
the cashier should have obeyed the regulations and have referred the matter to the 
manager, and the manager should have made further enquiry before crediting I'urner 
with the amount of the cheque. A manager with the knowledge of Turner’s banking 
history would have made such further enquiry. For that reason, and for that alone, 
he held that the defendants had failed to discharge the onus laid on them by the section 
of showing that they had acted without negligence. 

I hus tlic bank lost the case and an even higher standard of care was placed upon the 
already overloaded shoulders of a banker when handling cheques received for collection. 
7'he practical rule to be drawn from this unfortunate case must be, the more unsatis- 
factory the account the more suspicious the cc Heeling banker should be and the deeper 
the enquiry to be made before acceptance of a third party cheque for collection. 

CklLLECnON AND PAYMENT OF CHEQUES BY THE SAME BaNK 

'Po complete the picture of the care expected of the collecting banker, it is perhaps 
prudent to mention in conclusion that, where the same bank is both collecting and paying 
the same cheques, it cannot if negligent and thus liable for conversion escape liability 
on the grounds that the cheques were paid in good faith and in the ordinary course of 
business within Section 60 of the Bills of Exchange Act. Where a bank is both paying 
and collecting a cheque, it must bring itself within both Sections 60 (or 80) and 82 of 
the Act to escape liability. "I’his principle was conftrmed in The Worshipful Company 
of Carpenters of the City of London v. British Mutual Banking Co. Ltd. [1938] 1 K.B. 511. 


(This concludes our survey of the responsibilities of the banker when collecting 
cheques. Next month the practical problems relating to bankers’ drafts will be con- 
sidered). 
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The Lending Banker 

Balance Sheets 

{Continued) 

The Fixed Assets 

A FIXED asset has already been defined for our purpose as one which is employed 
more or less permanently in a business as an agent of production and it has been agreed 
that in any financially healthy concern the cost of all the fixed assets should normally 
be found from capital resources. It is next necessary to decide which arc the fixed 
assets in any balance sheet under review. The same type of asset may be a fixed asset 
in one balance sheet and a floating asset in another balance sheet according to the nature 
of each business. F'or example, a ship in the course of construction on the stocks will 
be a floating asset, part of the w’ork-in-progress, in the balance sheet of the shipbuilder, 
but when it is launched and afloat at sea it will be a fixed asset in the balance sheet of the 
shipowners. Again, land and buildings are usually fixed assets, but in the figures of a 
builder engaged perhaps on estate development they will be part of his stock in trade. 
It is not usually difficult in practice to distinguish between a fixed and a floating asset. 
Moreover, ijt most balance sheets to-day the assets will be found grouped under their 
appropriate headings. Clause 4 of the Eighth Schedule to the Companies Act, 1948, 
demands that a limited company shall distinguish between its fixed and floating assets, 
classifying them under headings appropriate to the company’s business, and the principle 
is often adopted by other business units. 

In the event of failure, the fixed assets will usually be found intact, but the market 
available for their disposal will necessarily be limited. F'urthermore, as a general 
principle, it must be recognised that when cash is short repairs and replacements will 
be postponed so that, taking the worst view, the fixed assets w'ill usually be in a poor 
condition for sale by auction, when the need arises. From the banking standpoint, the 
best approaeh to the value of any asset, fixed or floating, is to decide from the informa- 
tion available the answers to the following three questions raised in the given order ; — 

1 . How is the asset valued in the balance sheet ? 

2. What is the current estimated worth of the asset ? 

3. How much is the asset likely to realise in the remote future if it has to be sold 
by auction in the worst possible conditions ? 

Once upon a time the balance sheet value of a fixed asset represented its w^orth to 
the business as a going concern, but with the inflationary experiences of the past decade 
many such assets acquired years ago may, in the absence of revaluation, still be valued 
at their original cost price, less depreciation, and appear in the balance sheet at a figure 
which is a mere fraction of their real worth to-day. It is this possible difference betw^eeii 
the balance sheet value and real worth of suitable fixed assets which has created the 
opportunity for certain take-over bids which have given rise to much comment in recent 
years. The date of purchase of fixed assets and the basis of their balance sheet valuation 
must therefore be analysed in relation to the current price level. It is not ultra vires 
for a company to revalue any asset which has appreciated in value. In the absence of 
detailed information, the only prudent course will be to ignore any inflationary rise in 
value since the date ot purchase, and to rely on the balance sheet figure as a basis for 
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estimating the forced sale value. This method may obviously result in a gross under- 
estimate of the break-up value of the given asset to the detriment of the customer’s 
proposal, but it is not always possible to collate reliable information on the current worth 
of every fixed asset. The borrower’s views will naturally be optimistic, whilst the practi- 
cal bank manager is not normally qualified to express an opinion concerning the value 
of the fixed assets of a manufacturing or kindred concern. Many factors have to be 
weighed in the balance and the more complete the information obtained from a study 
of the figures and from discussions with the customer the more accurate will be the final 
assessment. But it is not always feasible or desirable to pry into the details. In any 
event, pressure of business upon the bank may not always permit of exhaustive examina- 
tion. Each case must, therefore, be dealt with according to its merits. Where the 
advance is relatively large or the risk real, by reason of a vulnerable financial position, 
the bank will perhaps wish to analyse each asset in detail, but otherwise a more general 
estimate may suffice relying merely upon the quoted figures. 

Where the balance sheet of a limited company is under review the method of arriving 
at the amount of any fixed asset will be clearly disclosed in keeping with ("lause 5 of the 
Eighth Schedule of the Companies Act, 1948. If possible, a limited company must 
show the cost price of the fixed asset, or if it stands in the books at a valuation the amount 
of that valuation, and the aggregate amount provided or written-olf since the date of 
acquisition or valuation, as the case may be, for depreciation or diminuition in value. 
These essentials arc clearly tabulated for the fixed assets in the balance sheet of XYZ 
Limited (page 502 of the May issue). Unfortunately, many other balance sheets which 
are not subject to this statutory requirement merely quote a global amount described 
as the value of the asset, or sometimes a confusion of assets, “ at cost less depreciation.” 
'fhis may not be very helpful to the bank. 

The above general principles can now be applied to typical fixed assets. 

1. Land and Buildings 

Many points have to be considered before determining the forced sale value of tins 
asset, which is common to most balance sheets. What is actually included in this item ? 
It may be perhaps a farm, a hotel, undeveloped land, factory, warehouse, office buildings, 
shops, a large emporium, or blocks of houses, a quarry, a hole in the ground, or a con- 
glomeration of several of such buildings. Different methods of valuation clearly apply 
to such diflercnt types of property. A reasonable description of the chief properties 
and their situation is therefore the first requirement and, unless the properties arc 
numerous and widespread, the best course will be for the local manager to inspect them 
and describe and report upon them quite apart from the balance sheet. After all, if 
the properties are charged to the bank or offered as fresh security, full details will be re- 
quired for record and valuation purposes. As a counsel of perfection, the same principles 
apply in valuing the asset in the balance sheet, even though the advance is to be unsecured 
or supported by collateral or other security. Admittedly, it may not always be practical 
or desirable to collate such a comjilcte picture and in isolated cases only is the banker 
likely to call for a detailed schedule from a customer, such as a brewery, retailer, large 
scale manufacturer, or property owner wfith innumerable public houses, shops, factories. 
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or house and office blocks, etc., as the case may be. In such circumstances a general 
view must usually be taken from the information in the balance sheet, and what follows 
is necessarily limited to cases where the borrower has only one or two main properties 
which can conveniently be considered apart from the balance sheet. 

How much data is available at the outset ? The cost price may be revealed in the 
balance sheet, but the date of purchase, a most important factor, is rarely shown therein. 
Is the land of freehold or leasehold tenure ? If the deeds of the property arc held 
in safe custody, the date of purchase and the consideration can be ascertained therefrom. 
In the light of these facts, if they can be obtained, the next point perhaps is to consider 
the adequacy or otherwise of the amounts written-off by way of depreciation since the 
original purchase. Does the net figure for the asset in the balance sheet represent a 
reasonably prudent maximum value for the property to-day ? How much is it likely 
to realise if it has to be sold in the indefinite future at auction to a small group of most 
imwilling buyers gathered together in the local hotel on a cold wet day ? Before ventur- 
ing an opinion on this point, the local manager will probably consider, inter alia^ the 
following features according to the class of property under review. 

In the case of a factory, its size, age, and state of repair will first be considered. 
Is it a modern building with ample window space to provide natural light for the workers ? 
Is it well-planned and suitable for many types of industry or capable of conversion without 
undue expense to meet the requirements of a buyer producing a different product ? 
The ease, or otherwise, with which it might be converted to another use is an important 
factor. If the borrower fails, it may be that there is a surfeit of supply of his goods in 
the market and a competitive producer is unlikely to require more factory space. Any 
potential bu3’’ers will, therefore, usually be engaged in a different business and they will 
consider the alternatives available to them. It may be cheaper and more satisfactory 
to buy land and erect a new^ factory thereon, planned to meet their precise needs, than to 
buy the existing factory and spend a considerable sum on alterations. 'Fhc more adapt- 
able the building the larger will be the market in the event of a forced sale, whilst the 
greatest difficulty will be experienced in finding a buyer for a specialised factory. 
Spacious bays and large areas of floor space can be adapted or divided as required with 
little expense, but it would be costly to break down a conglomeration of small rooms in a 
large factory building to provide space for mass production on a belt system, 'fhe 
situation of the factory has next to be considered in relation to rail and roads for trans- 
port of raw materials inwards and finished goods outwards. Its position in relation to 
the labour supply is also important. A factory sited in the middle of, or near to, housing 
areas has few labour difficulties, but where it is remote from the houses of the workers 
their transport presents a problem and may entail more running expenses than can be 
justified by the purchase of a factory at a lower price than one could be bought in a 
populated region. The current transport and labour experiences of the customer will 
be a guide in this respect. 

The site value may be material irrespective of the size, age and state of repair of the 
factory itself. The worth of the building may be perhaps rapidly depreciating owing 
to wear and tear, but the land on which it stands may be steadily appreciating in value 
for future development. All these, and probably other factors have to be weighed in 
the balance to decide v^hat market might be available in the event of failure of the owner. 
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The final estimate must from experience be based on the most pessimistic view. It is 
far safer to undervalue than to suffer in later years the penalties of imdue optimism. 
In normal times it is surprisingly difficult to find a buyer for the more modem and well 
situated factory buildings, and the branch manager with little experience in such matters 
cannot expect to be accurate, particularly where he has to rely upon incomplete data. 

It follows that he must err freely on the side of caution and estimate a final figure which 
is beyond doubt the lowest which could be expected in the very worst possible condi- 
tions. It must be emphasised that the banker is not here attempting to assess the 
current worth of the factory. When available, a professional valuation is a useful guide, 
but it will usually quote the worth of the building at the gVen date if sold by treaty. 
The forced sale price in the event of trouble in the future will necessarily be much lower 
and prudence demands a heavy discount of the current value. 

Precisely the same principles apply to other t^'pes of buildings, although the actual 
valuation may be based on different considerations. In the case of a hotel, its situation 
in relation to demand and local amenities will be important and its size will be quoted 
according to the number of bedrooms available for letting. Agricultural land will be 
valued according to its acreage and quality, whilst office buildings or investment pro- 
perties may be valued according to floor space and net yield, in addition to their state 
of repair and situation. It is impossible here to enter into a full description of the methods 
that can be adopted in valuing different types of properties. The point is that the land 
and buildings should, wherever possible, be considered apart from the balance sheet 
and valued for this purpose on a forced sale basis, erring always on the pessimistic side. 
If no details of the asset are available, an estimate has to be made from the information 
disclosed in the balance sheet, but the figure so taken clearly cannot be as reliable as one 
based on actual facts. 

Having decided the value, two further points demand consideration. Firstly, are 
the buildings insured for at least the break-up value against the lisk of loss by fire, etc. ? 
'Fhe bank may not be entitled to hold the policy, but it is prudent in many cases to 
verify the extent of the insurance cover. Secondly, it is necessary to determine whether 
the property or any part of it has been charged as security to any creditor. In the case 
of a limited company balance sheet, the initial warning will be evident from the note 
which has to be made against any liability of the company which is secured otherwise 
than by the operation of law, and the details can soon be ascertained by a search at Bush 
House. If the estimated break-up value exceeds the total secured liability, there will 
be a surplus available from the property for the preferential and unsecured creditors, 
but where the value is considered to be less than the amount owing to the secured 
creditor, the entire proceeds w^ill be swallowed up and that creditor will rank pari passu 
with the other unsecured creditors for the balance unp^aid. These principles apply to 
all assets which are charged in any fashion to secure liabilities. The reader is invited 
to assess the value of the freehold factory and land belonging to XYZ Ltd., attention 
being drawn to the fact that it has been mortgaged according to the balance sheet to secure 
a loan of ^('5,000. 

Plant and Machinery 

The next fixed asset which is common to manufacturing concerns wall have much 
less value in the event of a forced sale because it is peculiar to the business under review. 
The possible market must be considered in relation to the general age and type of the 
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machinery. It may have been heavily depieciated since the date of purchase, but the 
fact remains that, in these days of rapid progress, modem inventions and changed pro- 
duction methods may soon render plant valueless except as scrap. Moreover, the choice 
available to any buyer at auction must be considered. At best, if the machinery is up-to- 
date and in good repair, it will have to be taken do^\^l, transported to the buyer's place 
of business, and reassembled with considerable labour costs thus added to the purchase 
price. It may be cheaper to buy new machinery direct from the manufacturer, who 
will deliver and assemble it free of charge and often furnish a guarantee to cover the 
running of the plant for a limited period. The market for the second-hand machinery 
may be further limited because it is suitable only for the same type of business, and 
there will probably be a general depression in that trade when the customer fails. 
Estimates will probably vary according to the type of business of the borrower, but the 
above points suffice to show that the balance sheet figure must be heavily depreciated. 
The plant and machinery of XYZ Limited may well be worth £9,000 to the business as 
a going concern to-day, but it would be worth only a mere fraction of this figure if the 
company went into liquidation in say 1957. Probably, with cash shortages in the months 
and 5 ^cars prior to failure, the machinery will be in the poorest condition and will attract 
few buyers other than scrap merchants. This is the only Siife method even though the 
customer may assure the banker that the plant to-day is worth much more than the 
balance sheet figure. It is important to remember that if the buildings are mortgaged 
any plant fixed to the premises is attached by the mortgagee. Another point to watch 
is whether any of the plant is subject to a hire purchase contract, in which case the hire 
purchase creditor will be entitled to the proceeds of sale, to the extent of the amount 
remaining unpaid. 

Loose Tools 

Sometimes this asset appears under a separate heading in the balance sheet. Loose 
tools are not often valued in the same way as other fixed assets, because depreciation 
by ordinary methods is impracticable. They w411 usually be valued by an official of the 
company and their forced sale value, wffiilst dependent to a certain extent on the factors 
which were considered above for machinery, will be much low'cr as they will probably 
be sold by auction in job lots. In fact, unless the item is comparatively large, it can 
prudently be ignored. 

Fixtures and Fittings 

However attractive and valuable the furniture and fittings may appear to be to the 
lender when visiting the office or works of the customer, they can be worth little at auction 
if they have to be uprooted, carted aw^ay, altered, set-up and polished by the buyer. 
'Fhey will not fit another office without alteration and the expense of removal may be 
considerable. In short, they arc worth very little when it comes to an alteration or sale 
of the premises. If the property is leasehold, some of the fixtures may become the pro- 
perty of the freeholder at the expiration of the lease. On the other hand, there is a 
much wider market for furniture, which is movable, and if the balance sheet under 
review is that of a hotel or kindred business and the furniture is known to be in good 
condition, the forced sale value will be proportionately higher. 

(In other words, comparatively little has been collected to date from the forced 
sale value of the assets other than from the property itself. Next month the remainder 
of the fixed assets wiU be analysed.) 
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Banking Appointments, etc. 

Australia and Nmw Zealand Bank Limited 

Georges and Mango Mr. '1\ M. Nicholson to be Manager. 

Avenues, Rabaul, New 
Guinea. 


Barclays Bank IvIMIted 

Mr. B. C. Woodward, a General Managers' Assistant, has been appointed an Assistant 
General Manager. 

Mr. A. S. Bates, a Joint Manager, Trustee Department, Chief Otfice, has been appointed an 
Assistant General Manager. 

Hayes, Kent . Mr. W. J. W. Meekings to be Manager. 

Hendon, West . . . Air. P. B. Grillirlis, frt>m Acton, to be Alanagcr. 

Kenton Park Parade . Mr. R. Pinner to be Aianager 

Morden .... Mr. W. H. White, Managerial Relief Staff, London District, to be 

Manager. 

\X^imbledt)n, Hill Road Mr. J. H. Graham, from Alinories, to be Manager. 

Altrincham and Bowdon, Mr. G. Aspinall, from 'rodmorden, to be Manager. 

Hale and West Pim- 
perlcy. 

Chard Mr. A. V. Redway, from Sidmouth, to be Aianager. 

Kirkby-in-Ashlield . . Mr. E. W. Darrington, from Alfreton Road, Nottingham, to be 

Aianager. 

Loughborough . . . Mr. J. Cockcrill, from Gallowtrec Gate, Leieester, to be Aianager. 

Aierthyr Tydtil and Trc- Air. D. C'. 'P. Davies, Manager of 'Ponypandy and Tonyrefail 
Harris. Branches, to be Aianager. 

Selby Air. D. H. Hastings, from Mansion House, York, to be Manager. 

'i’onypandy and 'Pony- Air. J. W'. Graham, from ’Preharris, to be Aianager. 
rcfail. 

Winsford .... Air. S. C. Worsicy, from Nt)rthvvich, to be Aianager. 

Head Oflicc, Trustee Air. W, S, Gladstone to be Assistant Aianager at Alanchester. 
Depart ment. 


Barclay.? Bank (Dominion, Colonial and Overseas). — Air. J. C'. D. C'ox has been appointed 
special representative in the Aiidlanas with an office in Birmingham. His special function will be 
to give advice and help concerning all banking matiers aileciing the overseas territories where the 
bank is e* tablishcd. 


Barcl.vys Overseas Development (kiRroRAiTON Limited. — Mr. A. E. .\mbrosc, to be 
Manager and Air. G. VP. Lambert to be .Assistant Aianager and Secretary. 


Commercial B.ank or Scotland Limited. — Lord Rothcrwick of Pyliicy, doput\ -governor, 
has been appointed governor. Lord Salioun, an extra-ordinary director, has been appvhntcd deputy- 
goverr.t'T and l.ord liiskiiie has become an extra-ordinary direcK»r. 


District B.\nk Li.mited 
Air. j. 1'. Hornbrook to be Secretary. 

Manchester and Salford, Air. Norman Martlew, from W'igan, to be Manager, 
Pendleton. 


'I'he liASTERN Bank Limited. — Air. Gerald L. Tyler, from Head Oflicc, London, to be 
Sub-Manager and Accountant. 

'i'HE Fuji Bank Limited. — Air. Alasao Nitani has been appointed Resident Dircctor 'and 
Aianager in T.ondon. 
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International Bank for Reconstklction and Development. — Mr. John Duncan Miller, 
the former Washington correspondent of The Tmics^ has been appointed Director of Public Relations 
for Europe. 


Lloyds Bank Limited 


Head Othcc, Advance 
Department . 

C'd:ief Inspector’s Depart- 
ment. 

Hi. ad Ollicc .... 


Executor and Trustee De- 
partment : C^hief Ollice. 
Executor and Trustee 
Department. 

Borough Road, Bunon-on- 
'rrenl. 

Burton-on-Trent . 

f Chester 

Dcsborough Road, High 
Wycombe. 

Dorking .... 

Enfield 

Hcnlcazc, I^ristol. 

Heswall .... 

Knightsbridge, S.W. . 

Minories, E.('. 

Neath 

Peckhain, S.E. 

Piccadilly, \X\ 

Spilsby 


Mr. A. C. King lo be a Controller. Mr. S. S. Westover, from 
Westminster House, S.W., to be an Assistant C'ontroller. 

Mr. C. Collins, from Knighi.sbridgc, S.W’., to be an Inspector. 

Mr. A. R. H. ('.ombes, from Piccadilly, \X'., and Mr. B. H. Piper, 
formerly of Finsbury Circus, H.C., have been appointed for 
Special Work under the General Managers. 

Mr. F\ W. Holder to be Investment Supervisor. 

Mr. W. Abbiss, of i’hreadneedle Street lo be Assistant Investment 
Supervisor. 

Mr. F. |. M. Chirner, from Burton-on -1 rent, to be Manager. 

Mr. A. J. (dendon, of the Inspection Staff, to be Sub-. Manager. 

Mr. R. Acthwy-Joncs, t-'om Pwlllicli, to be Sub-Manager. 

Mr. 1.. 11. W. Bailey, from Tamworth, to be Manager. 

Mr. D. W. L. Fellows, from Dcsborough Road, High W'yeombe, 
to be Manager. 

Mr. P. H. Smith, from Minories, E.C., to be Manager. 

Mr. W. H. Hodgson, from Luton, to he Manager. 

Mr, A. Henderson, from Hxcliaiige, Lh erpool, to be Manager. 

Mr. r. H. Al. Scdglcy, formerly Senior Instructor, d raining Centre, 
to be As.dstaiit Alanagcr. 

Mr. 1 1. H. G. Raynham, from 399, Oxford Street, W., to be Manager. 

Mr. E. O. L. Vaughan, from Head Ofiice, to be Manager, 

Mr. 1). A. Brignali, from 81, Edgvvare Road, \X'., to be Manager. 

Mr. M. T. Burnside, from Pall Alall, S.W., to be Sub-Manager. 

Air. P. Fenton, from Louth, to be Manager. 


Martins Bank Limited 


Bexley Heath 
Birmingham Five Ways 
Bournemouth 

Brighouse .... 

Halifax 

Leeds, Vicar Lane 
l.ivcrpool, C'anning Place . 
Liverpool, Scotland Road . 
Liverpool, W'esi Derby 
London, Fenchurch Street 

London, 41a, South Audley 
Street, London, W.l. 
Sedbergh .... 


Air. S. A. Alitchell, from F’cnchurch Street, to be Manager. 

Air. M. Hollway, from Nottingham, to be Manager. 

Air. G, H. Riiciiie, from Bexley Heath, to be Manager, 

Mr. E. Hinchcliffe, fn>m Hull, to be Manager. 

Mr. F\ A. A. Beresford, from Vicar I.ane, Leeds, to be Alanager. 
Mr, M, Matlocks, from ("an/iing Place*, Liverpool, to be Manager. 
Mr. F. W, ('owan, from Scotland Road, to be Manager. 

Mr. N. Grimlcy, from Waierh)o, to be Manager. 

Mr. R, Hughes, from Newport, to be Manager. 

Mr. E. J. A. Salmon, from 68, Lombard Street Ofiice, to be Assistant 
Alanagcr. 

Air. G. K. I'urner, from C'urzon Street, to be Manager. 

Mr. D. W. Adam, from Nesron, Hirkcnheael, to be Manager. 


Head Office . 


Betws-y-Coed 
Bourne , 

East Twickenham 
Hdgwarc, Burnt Oak 
Hayes (Middlesex) 


Midland Bank Limited 

Mr. Bernard Frank Cdarke, an Assistant General Manager, to be a 
Joint General Manager. Miss M. Moorhousc to be Lady Staff 
Superintendent and Welfare Officer. 

Air. E. A. Jones to be Manager. 

Mr. I. M. Williams to be Manager. 

Mr. R. C. Priest to be Manager. 

Mr. A. A. Walker to be Manager. 

Mr. A. C. Preston to be Manager. 
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I.ainpeter 

Malvern 

Pershore 

Upton-on-Severn 


Mr. D. B. Jenkins to be Manager. 
Mr. N. Pulley to be Manager. 

Mr. A. H. Jackson to be Manager. 
Mr. J. S. Jones to be Manager. 


Head Office . 

Leeds 
Hull . 
Preston . 


Midland Bank Executor & 1'rustee Co. Limited 

. Mr. E. L. Hammond, from Leeds, to be an Assistant General 

Manager. 

Mr. H. C. Kendall to be Manager. 

Mr. L. Grisdale to be Manager. 

Mr. S. Malcolm to be Manager. 


The Mitsuhisiii Bank Limited. — Mr. Kyojiro Jyanaga has been appointed London Repre- 
sentative. 


National Bank oe Australasia Limited. — Mr. David A. Jamieson, V.C., has accepted an 
invitation to join the bank’s London Board ot Advice. 


Princes Street Office . 

Bromley .... 
South Croydon . 
Launceston .... 
North T'awton 
Pen/ance .... 

Rhyl 

High Street, Sheffield 
Meersbrook, Sheffield 
Tavistock .... 
Torquay .... 
W^est Hartlepool . 

T'o be an Inspector of 
Branches 


Naiional Provincial Bank Limited 

Mr. I.. H. S. A. Ct. Warren, from Holhorn Circus, to be Manager* > 
Assistant . 

Mr. H. G. Whitby, from South Croydon, to be .Manager. 

Mr. J. b*. Eaton, from Brixion, to be Manager. 

Mr. J. E. Bridge, from 'l avisTock, to be Manager. 

Mr. G. 1). T'yrer, from South Molton, to be Manager. 

Mr. W. 1.. Morton, from Redruth, to be Manager. 

Mr. M. Roberts, from Beaumaris, to be Manager. 

Mr. L. b'. Brown, to be Assistant Manager. 

Mr. W. A. Geddes, from Mansfield, to be Manager. 

Mr. H. B. Symons, from North T'awton, to be Aianager. 

Mr. L. Stone, from Penzance, to be Manager. 

Mr. j. H. Whiiclaw, from High Street, .Sheffield, to be Manager. 
Mr. J. B. b'erguson, from Hull. 


Head Office . 
Jedburgh 


Royal Bank oe Scxiti-and 

Air. David Ma^'on to be ('.ash Keeper, with authority to sign “ pro 
(jcncral Manager.” 

Mr. James Littlejohn Alilnc, from Leven, to be Manager. 


Standard Bank oe Soivni Aerica Llmited. — Mr. L.cif Egeland to be a member i>f the 
South African Board. 


The Union Bank oe Scotland Llmited 
Blackhall, b’dinburgh . Mr. Rtibcri Ramage Alexander to be Manager. 


\\T-.,staiin.ste:r Bank Limited 

Head Office .... Air. (^ J. Harvey, from Sutton, Surrey and Carshalton Beeches to 

be an Inspector of Branches. 

Air. N. Hilton, from College Road, (Treat Crosby and Blundellsands, 
rt> be an Inspector of Branches. 

Mr. H. K. Demaine, attached to the joint General Aianager’s 
Department, Northern ('ontrol, to be a Controller’s Assistant. 
Clapham .... Mr. D. W. Ramin, from Gloucester Road, to be Aianagcr. 

College Road, Great ("rosby Air. P. E. Forshaw, from Kirkby, near Liverpool, to be Manager, 
and Blundellsands. 
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Oicklcwood. 

Doncaster .... 
Gloucester Road . 

Hackney .... 
Manchester Trustee Hranch 
South Kensington 'Trustee 
Branch (New Branch). 

Stoke Newington 
Sutton, Surrey and Car- 
shalton Beeches. 


Mr. R. C. Tilley to be Manager. 

Mr. T. S. Smith to be Assistant Manager. 

Mr. R. H. Webb, from South Kensington, to be Manager. 

Mr. C. A. Cole, from Stoke Newington, to be Manager. 

Mr. I-. A. Vigurs, from Brighton 'Trustee Branch to be Manager. 
Mr. M. H. Parkin, from Manchester 'Trustee Branch to be Manager. 

Mr. K. R. Hedger to be Manager. 

Mr. G. H. Maslin to be Manager. 


W'lLLiAMS Dhacon’s Bank I.imiti:o. — Mr. A. li. Noakes, from London Office, to be an Assistant 
General Manager. Mr. J. C. Gillies to be Manager. Mr. R. J. Mott to be Inspector, 
Lond(Mi branches. 


New Branches, etc. 

Austhalia and NiiW Zw'Ai.AND BANK LiMiThD. — At corner of Georges and Mango Avenues, 
Rabaul, New' Guinea. 

Bank of NiiW South Wai.f.s. — At Box Milk (Melbourne; Victoria ; Caringbah, New South Wales ; 
and \X'akelield iSlc Hanson Streets, (Adelaide) S. Australia. 

Barclays Bank (Dominion, Coloniai. and Ovkrsi:as). With the approval of the stockholders 
and the Ik^ard <'f 'I’radc the bank’s name has been shortened to Barclays Bank l).(kO. — A 
Representative’s OHice was opened at 14-17, Bennetts Hill, Shcll-B.P. House, Birmingham, 2. 

The Fuji Bank Limited. — New premises at Salisbury House, Finsbury Circus, London, Ii.C'1.2. 

Lloyds Bank Limited. — Executor and Trustee Department, Chelmsford (67, London Road, 
Chelmsford, Esse.x) ; Boreham Wood (129, Shenley Road, Boreham Wood, Herts). T'o be 
a Clerk -in-Charge Branch under ihe supervision of the Edgware Manager ; Hainault (171, 
Manford Way, Chigwell, Essex). 'To be a Clcrk-in-Chargc Branch under the supervision of 
the Gants Hill Aianager. 

Sub-Br^ificli Opened — Taunton Market fSub. to Taunton), Allendance Tuesday from 10 till 2 .; 
Thursday from 11 till 3 ; Saturday from 10 till 12, 

Other Changes — DurdJiam Down (Sub to Henleaze, Bristol), 1, North View, Wesibury Park, 
Bristol 6. Now a Cderk-in-Charge Branch under the supervision of the Henleaze Aianager ; 
F'cltham (Sub to Hounslow). Attendance is now daily from 10 till 3; Saturday from 9.30 
till 12 ; jesmond Road (Sub to Osborne Road, Ncw'castlc-upoii-T'ync), 269, Jesmond Road, 
Ncwcastle-upon-T'ync, 2. Now a Clerk-in-Charge Branch under the supervision of the 
Osborne Road Aianager. Lydd (Sub to New Romney). Attendance is now Alonday to 
Thursday fnim 10 till 1; iTiday from 10 till 2 ; Nottingham Branches, Sneinton and 
Nctherficld, formerly Sub-Branches to Nottingham, are now Sub-Branches to Carlton Street, 
Nottingham ; Station Road (Sub to T aunton). Attendance is now daily from 10 rill 2.30 ; 
Saturday from 10 till 12. 

Martins Bank Limited. — Birmingham, Five Ways, 140-141, Broad Street, Birmingham, 15 ; 
41a, South Audlcy Street, London, W.l. 

Midland Bank Limiild. — At Upton-on-Severn (formerly under the Management of Pershore 
branch). 

The National Bank of Australasia Limited. — At Nowra and Goulburn, New South Wales ; 
and (receiving offices) at Blackburn South, East Balwyn and Norlane, Victoria ; and Everton 
Park, Barra and Oxley, Queensland. Branches have been established at South Grafton, 
New South Wales ; and West Brunswick, Victoria (formerly receiving offices). 

Westminster Bank Lim:t. d. — A Trustee Branch at South Kensington. 
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100 Years Ago 

From The Bankers^ Magazine of October, 1854 
POSITION AND PROSPECTS OF THE MONEY-MARKET 

There arc some considerations connected with the position and prospects of the 
money-market, to which it may not be inopportune at this moment to draw attention. 
At the termination of an abundant harvest, with a general abandonment of speculation, 
and a steady influx of remittances, it is natural to look for a decline in the rate of discount. 
Usually these antecedents determine a favourable reaction, and under such circumstances 
it is frequently of a decided character. At present, however, exceptional causes are at 
work, which will, in all probability, delay any important change for some little time to 
come . . . 

The abundance of the harvest throughout the United Kingdom, the fine weather, to 
the close of September, having been all that could be desired to facilitate agricultural 
operations, and the immediate effect it has produced upon the price of bread, leave the 
fact unquestioned that we may anticipate moderate, if not cheap quotations, for one of the 
prime necessaries of life, 'fhe expenditure for a large import of food wall be saved, and 
instead of our purchasing in other markets, any surplus that we may be enabled to spare 
w-ill readily be taken for foreign consumption . . . 

The w^ar with Russia — although our successes against the Oar evidence the futility of 
his resisting the combined forces of England and France — has unfortunately entailed an 
outlay which, however much it deserves commendation on the double ground of 
philanthropy, and the preservation of the balance of power in the East, cannot fail to 
maintain taxation at a high rate, and if peace shall be speedily secured, its effects will not 
be so easily counteracted. It is in conjunction with this part of the question that the 
advantages of an abundant harvest derive their principal consideration, for doubtful 
indeed w-ould the situation of all classes have been had even a partial scarcity ensued. The 
infliction of a war expenditure, however rightful the cause, followed by a dearth of 
provisions and a necessary import at high prices, w^ould have produced consequences the 
most disastrous to contemplate. The avoidance of a catastrophe so alarming in its 
character, should therefore create deep thankfulness and ameliorate the feeling of morti- 
fication roused by the reflection that but for the despotic sw^ay of one individual, the full 
measure of this abundance would have been enjoyed . . . 

But while acknowledging the important services contributed by an abundant harvest 
to a country suffering from a w^ar expenditure, there are other considerations to be taken 
into account, as calculated to influence its prospective financial situation. Whenever 
hostilities may be entered upon between pow^erful nations, whose productions and manu- 
factures constitute a valuable commercial intercourse, or when a trade with distant 
colonies or possessions may have been inflated beyond prudent limits, the collapse 
occasioned by the one or the other event — or, as it is in our own case, by both — must be 
attended with considerable sacrifices. Business, sound though it may be in the aggregate 
cannot withstand a protracted interruption such as has recently been witnessed, and 
escape wiiolly free from injury. Considering the great extension experienced within 
the last three years it is remarkable that not more mischief has occurred, and yet w'C have 
nearly passed through an Australian reaction and an American raihvay pimic. With 
the latter, fortunately. Great Britain has not had so much to do as with the former, but 
the whole of the losses in that instance, it is feared, have not been finally reckoned . . . 
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Monetary Review 

I N contrast with conditions during the greater part of August, credit supplies last 
month were almost continuously short of requirements. The market had the 
benefit during the opening days of September of a large distribution of Govern- 
ment interest, with £29 million representing repayment of the unconverted portion of 
the National Defence loaii. As usual, these disbursements were ott'set by the authorities 
in their credit management operations, and had no visible effect on money supplies, 
bunds were in ample supply on some days, but for the most part the discount houses 
experienced difficulty in filling their daily credit needs, and occasionally paid up to 3 
per cent, for overnight loans. 

On more than one occasion early in the month, the market w'as almost “ in the Bank ” 
and was only saved by extensive official buying of bills. This special assistance was 
not forthcoming in sufficient volume on September 15, and quite a number of firms 
w’erc forced to obtain accommodation from the Bank, although the total involved was 
not large. 


iMarkct Ratcn — Bank Bills 
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MrtnV, 

Pftte nf lust 
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K4te 
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1 

H-l!.', 1,‘ 

3 

Mav 13, 1954 
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As the above table show's, tight conditions in the short loan market were reflected 
in a further upward adjustment of the discount houses’ rates for buying bills. The 
rates at which ihc banks w'crc prepared to take Treasury Bills from the market w'cre also 
raised. Early in September the rale for November bills w'as 1 per cent, with the 
market showing some resistance to attempts to charge 1 ?,!;>• I-ater in the month, 
however, the banks w'ere able to secure some Novembcr-December bills at IjJ^ 
when credit conditions were at their wwst. 

'I’he rise in discount rales follow'ed the result of the Treasury bill tender of Septem- 
ber 10, when the discount houses cut their tender price by 2d. to £99 ID. 9d. per cent., 
and the average rate of allotment rose to over IJj per cent, for the first time since early 
in June. The main factor in the rise in the allotment rate w'as undoubtedly tlte tightness 
of money. Indeed in view of the subsequent borrowing at the Bank the market showed 
some prescience in cutting its tender price. As in the previous month, the weakness 
of sterling against the dollar in the foreign exchange market, and the rise to over 1 per 
cent, in the U.S. Treasury bill rate, were partly accountable for firmer bill rates in 
I-ondon. 

While the volume of bills on offer was increased, competition for them was less 
keen, with the result that the market obtained larger allotments, the ratio to applications 
rising to 63 per cent, on September 17. The amounts offered exceeded maturities each 
week, and during the wdiole of the month involved new Treasury borrowing on tender 
bills of nearly £100 million. 
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TREASURY BILLS 


Date 

♦Bills 

(OOO’s omitted) 
Bills 

AveraKc Rate 

Date 

♦Bills 

(OOO’s omitted) 
Bills 

Averase Rate 

1954 

Offered 

£ 

Applied for 

S. 

d. 

1954 

Offered 

£ 

Applied for 
£ 

o 

S. 

o 

d. 

Jan. 

29 

220,000 

381,975 

41 

11-01 

June 4 

270,000:1: 

414,325 

32 

11-61 

FVb. 

5 

220,000 

386,430 

41 

3-68 

„ 11 

260,000t 

418,325 

32 

356 

ii 

12 

. 230,000 

369,925 

41 

404 

„ 18 

260,000t 

400,440 

31 

7-57 


19 

. 240,000 

398,900 

41 

3,56 

„ 25 

260,000 

426,015 

32 

1-48 


26 

. 250,000 

400,765 

41 

3 37 

July 2 

. 270,000 

383,955 

32 

3 41 

Mar. 

5 

. 270,000 

412,905 

41 

3-83 

1, 9 

. 270,000$ 

396,195 

31 

3 09 

,, 

12 

. 270,000 

414,560 

42 

2-61 

„ 16 

. 240,000 

433,145 

31 

2-27 


19 

. 260,000 

365,575 

42 

3-64 

„ 23 

. 230,000 

423,055 

31 

252 


26 

. 270,000 

405,205 

42 

3-62 

11 30 

. 240,000 

414,220 

31 

2 8 

Apr. 

2 

. 270,000 

399,040 

42 

4-01 

Aue. 6 

. 240,000 

397,585 

31 

3 09 

>» 

9 

. 270,000 

392,195 

42 

4-05 

,1 n 

. 250,000 

387,485 

31 

1056 


15 

. 230,000 

417,175 

41 

7-41 

„ 20 

. 260,000 

398,245 

32 

2 66 


23 

. 230,000 

415,375 

41 

7-34 

,1 27 

. 260,000 

422,715 

32 

3 19 

,, 

30 

. 230.000 

437,545 

40 

11-30 

3 

. 270,000 

398,625 

32 

4 02 

May 

7 

. 240,000 

405,615 

40 

10 84 

1, 10 

. 270,000 

397,830 

32 

10-75 


14 

. 260,000 

391,695 

34 

1-75 

1. 17 

. 280,000 

402,545 

32 

11-74 

ji 

21 

. 270,000 

400,655 

34 

3-24 

11 24 

. 280,000 

427,990 

32 

3-86 

31 

27 

. 270,000 

426,825 

34 

3-33 







be taken up diirinij folIowiiiK week. t UnJer-aiK»tted by £,20 million. f Undor-alli^tted by jClO million. 


The seasonal return of currency from circulation proceeded at very much the same 
pace as a year ago, although, of course, the Bank’s active note circulation is much larger 
than at that time. As a result of the reduced note requirements, the banking depart- 
ment reserve increased fuither, and the fiduciary note issue, which had already been 
reduced by ^'50 million in August, was cut at the beginning of last month by a farther 
£25 million, bringing it back to £1,675 million. Rellccting the stringency of credit 
in the money market, bankers’ balance have appeared in recent returns at the low level 
of under £270 million, but recovered to over £280 million on September 15, the day 
on which the discount market was forced to borrow from the Bank. 

Stock market activity was maintained at a high level, but quotations in general 
failed to go ahead with the persistence previously shown. The lack of farther pro- 
nounced rises was attributed to the international problems created by the French re- 
jection of E.D.C., the risk of serious fighting in the Formosa area, and the weakness of 
the dollar exchange. In addition, of course, markets had been rendered vulnerable 
by the previous prolonged advance. British Government securities were distinctly 
quieter, and easier for choice, although showing no decided weakness. 'Fhis market 
may have been feeling the effect of large new issues of investment securities, and the 
prospect of further competition from that quarter. 

Business in industrials was w^cll maintained, and prices continued to respond to 
favourable dividend and profit statements by individual companies. Stores shares, in 
particular, were in demand early in the month, but the consistent rise in this section and 
the high level of retail trade has attracted a considerable speculative following and led 
to bouts of profit taking from lime to time. There was a further sharp advance in South 
African gold mining shares, inspired partly by the rise in the I.oiK^on price of gold to 
over 250s. per ounce as a result of the weakness of sterling. 

With the stock market background still reasonably favourable, new issue activity 
continued on a fair scale. The largest issue to the general public was £4 million of East 
Africa High Commission 4 per cent, stock, 1973-76 at par, an additional £500,000 of 
this stock being reserved for subscription in East Africa and a further £500,000 being 
taken up for Colonial Government funds. This issue, which is the second to be made 
by East Africa since the beginning of the year, was over-subscribed, and the stock was 
quoted at around par when stock exchange dealings opened. Another issue of first 
importance was the £20 .million of Imperial 'lobacco 4 per cent, unsecured loan stock 
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1975-80, ai par, but this issue, like the great majority of attractive industrial prior charges 
offered nowadays, was available only to holders of the company’s existing securities. 

RENEWED RISE IN BANK DEPOSITS 
The London clearing banks’ statements for August was notable for a renewed 
expansion of deposits, which is in keeping with the present high level of economic 
activity. The increase in gross deposits on the month was /,*52.7 million, while net 
deposits rose by £35.4 million, and Lloyds Bank index of net deposits, which allows 
for seasonal variations, was 1.2 points higher at 110.4. Compared with the figures for 
August 1953, net deposits have increased by £238.2 million, but the expansion of under 
4 per cent, on the year docs not give much indication of inflationary pressure when placed 
against the rise in industrial activity during the past twelve montlis as indicated in the 
latest available official figures. 

(l igurcs in jC1,O00,0O0j 
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T rcasiirv 

(.)ther 

Invest- 
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Ivank 

J:)ep«isits Ac. 

Bills ■ 

Bills 

ments 

Advances 


/: 

1 

1 


JL 

£ 

£ 

£ 

£ 

Aucust, 1954 . 

. f.,518 8 

6,279 4 

53:3-5 

8 2 

437-8 

1,126 8 

82 6 

2,348 0 

1,829 0 

July, 1954 

. 6,466 1 

6,244-0 

53 F8 

8-3 

427-9 

1.09M 

93-9 

2,350-7 

1,823-5 

junc, 1954 

. 6,533-2 

6,223 9 

531 3 

8 1 

454-5 

1,079-9 

90 2 

2,311-4 

1,837 0 

May, 1954 

. 6,335-2 

6,101-4 

500O 

7 9 

463 1 

1,033-9 

87-9 

2,:04 7 

1,793-3 

April, 1954 

. 6.377-5 

6,0N8-5 

5M-6 

8-4 

489-2 

999-8 

88-3 

2,279-^ 

1,772-1 

March, 1954 . 

. 6, .24 5-2 

6,009-9 

511-9 

8-2 

4o7-7 

995 1 

83-2 

2,2694 

1,760-2 

Fcbniary, 1954 

. 6,2371 

6,01 00 

504-5 

8-1 

453 6 

1,034 0 

79-2 

2,274-9 

1,740-5 

January, 1954 . 

. 6,4%6 

6,232-1 

526-0 

8-2 

482-6 

254-0 

76-4 

2,277-1 

1,694-7 

I)cccmbcr, 1953 

. 6,694-2 

6,307.2 

541-9 

8-1 

500-7 

1,333-2 

79-0 

2,275-2 

1,706-8 

Novcmbi.T, 1953 

. 6,41S-6 

6,193-7 

520-3 

8-1 

469 2 

i,::99-6 

54-8 

2,245-1 

1,676 0 

Octuber, 1953 . 

. 6,473 3 

6,155 6 

518-4 

8-J 

475-1 

1,286-7 

53-1 

2,238-1 

1,654-0 

September, 1953 

. 6,319 6 

6,095-1 

5150 

8-2 

-<:75-5 

1,322-0 

53 8 

2,136-9 

1,662-3 

August, 1953 . 

. 6,240-1 

6,041-2 

510-7 

8-2 

456-1 

1,275-5 

55-2 

2,139-7 

1,676-4 

July, 1953 

. 6,246-9 

6,013-7 

510-5 

8-2 

460-2 

1,183-8 

60-6 

2,140-2 

1,730-0 


Changes among the banks’ assets between July and August show that in this period, 
as in most previous months, the rise in deposits was the result of additional Government 
boiTOwung from the banking system. Aggregate holdings of Treasury bills were £35.7 
million up at £1,126.8 million — their highest since January last — while call money 
increased by £9.9 million. Nevertheless, Government reliance on the banks since the 
beginning of the current linancial year has been a good deal less than in the same period 
of 1953, thanks to a contraction in the overall budget deficit to date, a better showing 
from national savings, and larger net investment h\ tax reserve certificates. The banks’ 
holdings of British (iovernmeiit securities were slightly reduced following their sharp 
rise in previous months, but advances wxre £5.5 million higher. The advances item is 
always influenced by the borrowing and repayment of the nationalised electricity and 
gas industries. 

The quarterly analysis of advances compiled by the British Bankers’ Association 
shows that an increase of £40.1 million bctw'cen May and August to £1,930.5 million 
in advances by all member banks, was due entirely to an addition to loans to “ Public 
Utilities (other than Transport) ” — which means the nationalised utilities. 

Although the £100 million British Electricity loan came too late in August to affect 
the clearing banks’ figures (made up to August 18) repayments of electricity advances 
from the application money and the first call on the new' stock W'ill doubtless have their 
effect on the banking figures for September. A disappointing movement in the August 
figures was a sharp decline of £11.3 million in the combined holding of commercial bills, 
which are now at their low'cst since February. 
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Stock Exchange Values 

T he movement of stock exchange values during the past few weeks suggests that 
the recent general advance, which has continued for many months, is for the 
moment becoming more dilficult to sustain. Each rise during the period covered 
by our usual statistics was followed by a reaction, leaving prices with irregular changes 
on the month. Investment stocks in general were governed by the uncertain tendency 
of British Government securities, which were much less active than in the preceding 
month, buyers being rendered cautious by the uncertainties of the European political 
situation and possibilities of serious trouble in the I"ar East. The adverse movement of 
the New York exchange rate also contributed to the hesitancy of gilt-edged stocks, 
although the decline in sterling is generally believed to be a purely seasonable phenomenon. 
There w’^as again a good turnover in industrial equity shares, and most of the leaders 
improved moderately, but some sections, including the shares of stores companies, were 
subject at times to bouts of profit taking, part of the earlier buying having been of a 
speculative character. Rand gold shares staged a fresh advance early in September, 
but here, too, the higher prices were not held. 


Aggregate value of 365 representative securities on August 14, 1954 . 

M „ 365 ,, „ .September 15, 1954 


^'6,9 3 3,544.000 
^6,9 11,01 1,000 


Decrease . /J22,533,000 


OUR INDEX NUMBER 

Below will be found the movements in the index number of the security values of 
our list of 365 representative stocks from the year 1929 down to the present time. I.tmita- 
tions of space have made it necessary to omit each month our lengthy list of variations 
in the fixed and variable dividend securities over a period of years, but once a year 
(in the January issue) we give the complete list of the index numbers of those slocks. 
The total index number for September, was 124-5, as compared with 124-8 for the previous 
month. The index number of the fixed interest group now stands at 118-9, as compared 
with 119-7 for tlie previous month, and in the variable dividend list the index number 
is 135-9, compared with 135-4 for the previous month. 


Sb( URITY Values Index Numui.r 


Year 

Jan. 

I'eb, 

Alarch 

April 

127-3 

^♦December, 1921 
Alay June 

’ lOO) 
Julv 

Aur. 

Senr. 

127-3 

Oct. 

Nov. 

Dec. 

1929 . 

129 6 

128 1 

127 3 

125 6 

125 4 

126-5 

1270 

126 1 

120 9 

121 0 

1930 . 

121 7 

121-8 

123-3 

124-2 

121-9 

119 0 

1203 

118-1 

119 3 

1176 

1168 

114-4 

1931 . 

114 9 

112 6 

114-1 

111-9 

108-0 

108 6 

109 3 

104 3 

99 0 

103-1 

103 1 

98 5 

1932 . 

110 9 

101-7 

105 5 

102 1 

101-8 

100 6 

105 5 

108-4 

111 4 

112-5 

109 6 

109-4 

1933 . 

110 2 

111-1 

111 2 

1124 

1125 

114 3 

115 9 

117-6 

118-7 

118-4 

117 6 

117 6 

1934 . 

1204 

121 5 

122 9 

123 8 

1226 

121 8 

122 5 

122 3 

122 8 

1236 

1269 

126 5 

1933 . 

12b 5 

125 8 

123-7 

124 9 

125 8 

125 5 

126 4 

125-8 

120 6 

121-3 

125 5 

126 4 

19 36 . 

1231 

129 6 

128-6 

130 2 

129 1 

128 8 

129 4 

Hl-O 

131 7 

133 9 

133 8 

133 1 

1937 . 

132 6 

129-7 

128 4 

128-2 

127-3 

125-6 

125-1 

125 0 

123 0 

121 6 

121-0 

121 2 

1938 . 

121 6 

120-7 

115 9 

119 2 

117-0 

116-3 

118-9 

117-7 

113 8 

1142 

1144 

112 4 

1939 . 

112 0 

111-7 

110 0 

107 1 

1100 

109 8 

108-8 

1074 

103? 

106 3 

108 7 

lOS 7 

1940 . 

112-2 

114-3 

114 6 

114 1 

110-4 

104 6 

106-0 

107-8 

108-2 

110 0 

111-3 

112-0 

1941 . 

113 6 

112-8 

112 9 

112-4 

113-3 

113 5 

115-6 

1160 

117-5 

117 1 

117 8 

1171 

1942 . 

118 5 

117 0 

117 0 

117 3 

117-2 

117 5 

118-1 

118-2 

119-0 

120 4 

1290 

120 6 

1943 . 

122-7 

122 5 

122-7 

123 3 

122-3 

122-1 

123 3 

125 0 

123 1 

1234 

122-6 

122 7 

1944 . 

123-3 

123 8 

123 6 

123 5 

123-8 

124-5 

125 0 

125 1 

124 6 

1249 

125-3 

125 5 

1945 . 

126 1 

126-1 

126-3 

127-1 

126-6 

126-4 

127-1 

126 1 

126-3 

1270 

127-2 

126 8 

1946 . 

128-3 

128-9 

128 3 

1301 

131-7 

132-1 

132 2 

151-4 

1304 

1300 

132 1 

133 2 

1947 . 

133 8 

132 5 

132 2 

131-3 

1320 

131-3 

131 0 

125-2 

123-7 

1250 

125 6 

127 9 

1948 . 

128 8 

127 6 

126 8 

127-5 

128-2 

128-0 

126 9 

127 0 

127 1 

127-3 

127 6 

127 5 

1949 . 

128 0 

128-1 

126-7 

126-6 

126-5 

124-1 

122-1 

119-8 

119-9 

120 3 

117 7 

119 8 

1950 . 

119 1 

1190 

118-8 

119-5 

119-7 

121-4 

119 9 

120 0 

122-3 

1238 

124-0 

122-2 

1951 . 

123 6 

123 6 

122 8 

122 4 

123-0 

122-3 

121-1 

1205 

120-8 

121-3 

119 7 

115-9 

1952 . 

115 4 

114-7 

111 6 

112-9 

113 1 

1102 

110-3 

1107 

113-7 

1126 

112-0 

113 0 

1953 . 

1135 

113 9 

114-9 

115-1 

1146 

115-2 

114 9 

115-6 

115-7 

116 9 

118 1 

117 5 

1954 . 

117-8 

118-9 

119-? 

120-7 

121-5 

1209 

123-3 

124-8 

124 5 




* Dale when Securities revised. 
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Table — Showing Values of Securities and their aggregate Variation 
DURING THE PAST MONTH 

[ooo’s omitted] 


Market Values Increase 


Nominal 
Amount (Par 
Value) 

I3cparimcnt, 

containint; 

Auk. 1*^54 Scpi. 15, 1954 

CMiange on 1 
the Alonth 

or 

Decrease 

Per Cent. 

1 

L 

3,566,600 

10 British and Indian Lunds 

iC 

3,413,778 ■ 

3,385,462 


c 

28,316 


0 8 

58,950 

9 Corporation (U.K.) StOCkS • 

51,873 i 

51,892 

‘L 

19 

4- 

00 

83,550 

8 C^.olonial Government Stocks 

77,869 j 

77,977 

h 

108 

4- 

0-2 

22,300 1 

8 Corporation Stocks (Colonial) . 

19,789 

19,873 


84 

h 

04 

21,050 

7 Do. do. (Foreign) . 

18,606 ! 

18,442 


164 

- 

09 

598,230 

26 F'orcign Government Stocks 

216,722 1 

215,655 

- 

1,067 


0 5 

254,655 

6 British Railway Debenture Stks. 

$301,278 ' 

$301,278 



. . 


310,765 

6 Do. do. Preference Stks. 

$247,161 

$247,161 





132,000 

7 United States Bonds (Gold) f . 

$141,662 

$141,662 



•• 


5.048,100 

87 Fixed Interest Stocks . 

4,488,738 

4,459,402 

- 

29,336 


0 7 

315,325 

13 British Railway Ordinary Stocks 

$72,406 

$72,406 





18,900 

5 Indian Railway Stocks 

26,621 

26,614 

- 

7 

- 

0 0 

88,350 

5 Colonial Railways . . 

121,423 

121,204 

- 

219 

- 

0 2 

474,000 

11 United States Railway Shares , 

: 296,745 

296,751 

4- 

6 

4- 

00 

141,200 

20 Foreign Railways 

27,752 

27,760 


8 

t- 

00 

59,685 

13 British Bank Shares . 

211,255 

210,881 

- 

374 


0-2 

43,000 

18 Colonial and Foreign Bank Shs. 

71,566 

72,512 

. 1 

946 

-j-- 

1-3 

18,121 . 

10 Brewery Stocks .... 

66,792 

67,907 

4- 

1,115 

i 

1 V 

17,750 ' 

7 C^anals and Docks 

22,614 

22,614 





146,916 

38 Commercial and Industrial Slis. 

606,227 

610,810 

-4- 

4,583 


0-8 

9,537 

8 Electric L.ighting and Power 

$21,592 

$21,592 





15,100 

9 Financial, I.and and Investment 
Shares 

31,909 

31,474 


435 



14 

30,680 

7 Gas Stocks 

$27,895 

$27,895 





9,343 

: 17 Insurance Shares 

248,649 

247.862 


787 

- 

0-3 

58,294 

14 Iron, C3oal and Steel Shares 

105,544 

105,938 


394 

! 

0 4 

3,100 

5 Nitrate Shares .... 

641 

620 


21 


3-3 

42,649 

10 Oil Shares 

. 196,153 

195,053 


1,100 


06 

5,402 

9 Rubber Shares .... 

2,292 

2,277 

- 

15 


0-7 

17,456 

5 Shipping Shares .... 

28,432 

29,923 

4- 

1,491 

4- 

5 5 

1,890 

6 Tea Shares 

5,786 

5,981 


195 


3-4 

20,808 

9 Telegraphs and 'Pelcphunes 

56,778 

56,914 


136 

■r- 

0-2 

27,716 

7 Tramways and Omnibus . 

44,793 

44,828 


35 

i- 

0 1 

29,517 

19 South African Mines . 

94,627 

95,387 


760 

■i 

0-8 

28,735 

6 Copper Mining Shares 

' 46,209 

46,110 


99 


0 2 

11,859 

7 Miscellaneous Mining Shares . 

p 

0 

1 0, 

10,296 


191 


19 

1,635,333 

[278 Variable Dividend Securities 

1 

2,444,806 

i 

2 , 451,609 

4- 

6,803 


0-3 

6,683,433 |365 Grand totals . 

6 , 933,544 

6 , 911,011 

-- 

22,533 

- 

0.3 


t Designation of gold bonds retained though title apparently unwarranted, 
t Entered at vesting prices. 
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BANKERS’ MAGAZINE SHARE LIST 


BANKS 


I.<!lSt 1 

Total 

Total 

Quotations ; 

Quota tioni 

Dividend ; 

for 

for 

NAME 

Aug. 16, 1 

Sept. 15, 

Actual i 

Year 

Previous 


1954 ' 

1954 

! 


Year 


i 


1/6 



51 

Alexanders Discount Co. Ltd. /jC2| with paid) 

GJ 

51 

l/2i 

2/4* 

2/4* 

Do. do. 6% Cum. Pref. (£2) 

47/6 

41, t 

9U. 


2/ 

Australia and New Zealand Bunk (^2, with ,C1 paid) 

38/ 

36/6 

lit • 

— 

1/9 :♦ 

Bank of Adelaide Stock 

30/ 

32/6 

5/7J 1 

8/ 

8/ 

Bank of British West Africa Ltd. (£10, with fA paid) . . 

84 


/.6 

— 

£15 

Bank of Ireland Stock 

— 

— 

2/ 

— 

6/ 

Bank of l.ondon & S. America Ltd. Stock 

51 

5ixd 

30 cents 

— 

$1-40 

Bank of Montreal (London Resisttr) (510) 

£17D.i 

£15 

'i/t 

— 

34t 

Bank of New South >X‘ales {London Register) (£20) 

314xd 

31* 

40 cents 


$1 80 

Bank of Nova Scoria (London Register) (SIO) 

£174 

£18 

1/4^ 

2/71 

2/4<l 

Bank of Scotland (Covemor & 1 ^ 0 . of) Stock 

67/ 

08/ 



1. 7/ 

Barclays Bank (Dom., Col. & Overseas) “ A *' Stock 

45/ 

44/6 

1/ 

— 

— 

Barclays Bank I.td., Ord. Stock . . 

49/6 

47 / 

1/1'. 

1/1: 

— 

British Bank of the Middle East (£10) 

28/ 

28/6 

50 cents 

— 

$1 20 

Canadian Bank of C'ommerce (London Register) (110) . . 

£154 

£15A 

1/4?. 

2 '9.; 

16**' 

Chartered Hank of India, Australia .St China, Stock 

42/6 

44/ 


1/t 

l/t 

Commercial Bank of Australia Ltd. Ordinary (London Register) 






(10/) 

17/ 

16/ 

2t 

44 : 

4t 

Commercial Bank of Australia Ltd. 4% Pref. (London Register) 






(£10) 

6 

6i 

5-76-/. 

— 

irsij. 

Coinnierdul Bank of Scotland I.td., “ A ” Shares (£1, witli 6/ 






paid) 

24/6 

25/6 

1 / 


2 / 

Commercial Bank of Scotland Ltd., ** B *’ Shares (£1) 

44/6 

44/6 

2/ 

.... 

4 / 

District Bank Ltd., “ A ” .Shares (£5, with £1 paid) 

91/6 

94/ 

1/ 

.. — 

2 / 

Do. do. “ B ” Shares (£1) 

45/ 

4S/ 

It 


4 / 

Do. do. “ C ” Shares (£1) 

96/ 

97 / 

-V 

- ■ 

8/ 

Eastern Bank Ltd. (£10, with £5 paid) .. 

9 

9; 

2/ 

— 

7/6 

English, Scottish & Australian Bank Ltd. (£5, with £3 paid) . . 


5{.! 

6/3 

8/9 

7/6 

lianibros Bank Ltd. (£10, with £2| paid) 

8A 

8> 

tid. 

l/2r. 

1/21 

Do. do. '* A ’• Shares (£1) .. 

2V 

23/6 

12 


f.5 

Hongkong & Shanghai Banking Corp. (London Register) ($125) 

£99 i 

£98 

4/ 

41 

4/ 

Ionian Bank I .td. (£5) 

65/ 

77/0 

1/4' 


2/9! 

Lloyds Bank Ltd., ** A " Shares (£5, with £1 paid) 

6-1/6 

63/6 

6d. 


1/ 

Do. do. “ B ** Stock (£1) 

2-1/6 

25/ 

4/4^ 


8/9 

Marlins Bank Ltd. (£20, with £2| paid) , . 

lOA 

10: 

1/9 

“ - 

3/6 

Do. do. (£1) 

92 ■ 

89/ 




Mercantile Bank of India Ltd., **A** Shares (£5, with £2i pd.) 

.... 

5 

17/6 

— 

35/ 

Do. do. do. ** B ’* Shares (£5, wirh £2^ pd.) 

— 

5 

7/ 


14/ 

Do. do. do. “ C Shares 

— 

42/6 

41 


8/ 

Midland Bank Ltd. (£12, with £2^ paid) 

9.) 

9i 

4/ 


8/ 

Do. do. (£2*) 

95 

9; 

W7A 


3/24 

Do. do. (£1) 

82/6 

83/ 

1 / 


2/2: 

National Bank Ltd. (£5, with £1 paid) . . 

40/ 

40/ 

4Cpsis 

— 

200psts 

National Bank of Egypt (Bearer) (£K10). . 

24* 

25* 

10 Id 

— 

40/ 

National Bank of India Ltd. (£1, with 12/6 paid) 

27/6 

26/ 

3 ; 6 

5/ 

4/ 

National Bank of New Zealand Ltd (£7), with £2^ paid) 

100/ 

101/6 

If 


2/ 

National Discount Co. Ltd., “ A *’ Stock 

42/ 

42/ 

1/ 

- - 

2/ 

Do. do. “ B ” .Stock 

49/ 

49 / 

1/2 28 


2'4-56 

National Provincial Bank Ltd., “ A ” Shares (£5, with 14/ paid) 

58/ 

58/ 

1/8 


3'4* 

Do. do. do. “ B ” Shares (£5, wiilf £1 paid) 

82/6 

79 / 

1/8?: 


3. 4*. 

Do. do. do. Shares (£1) 

87/ 

86/ 

»/ 

8/ 

8 / 

Qttoman Bank (Bearer) (£20, will) £10 paid) 

8 

8'. 

35 cents 

— 

51-40 

Royal Bank of C'.anadu ($10) 

£16* 

£16“ 

1 / 9 ; 

— 

3 7i 

Royal Bunk of Scotland, Stock 

5i 

4a 

1/3 

2/3 

2/3 

Standard Bank of Soutli Africa Ltd. (£2, with £1 paid) 

42/ 

42/ 

1/ 


2/ 

Union Discount (!o. of London, Ltd., Stock 

52/ 

55/ 

2/. 


3/71 

Westminster Bank I.id. (£4, with £1 paid) 

89/ 

92/ 

1/3 


2 6 

Do. do. Slock 

63/ 

60/6 




* Bank-Insurance Units 

27/7* 

27/4.\ 




*BRnk-Units . . 

27/2 ,'xd 

27 Oif 




* Scottish Bank I. & I. 'f. Units (Scotbiis) 

36.6 

36/10* 




* Investment-Trust-Units 

; 36/6 

37/10* 


* I'hese prices include stamp duty and commission, 
t I'ree of Income Tax. 
i Australian currency. 

II None on offer, 
xd. — Ex Dividend. 

** For /i5 stock. Now quoted in £1 units. 


October, J954 
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BANKERS’ MAGAZINE SHARE UST 


INSURANCE 


Last Total 

Dividend for 

Actual Year 


Total 

for 

Previous 

Year 


NAMK 


Qiiotatiom' Quotation! 
Auk. 16, Sept. 15, 
1954 1954 


I 


14/ 

24/ 

22' 

14/ i 

24/ 

22/ 

8/ 

15/ 

15/ 

■ 

— 

7/6t 

n 1 

5 

5 

2/6 1 

— 

4-6 

6/6 

11/6 

10 

.3/3 ' 

5/ 

4 6 

3/3 

5/ 

4 6 

4M. , 

gy 

9 d. 

4V- 

9 

9-d. 

1/ 

l/7.> 

1 74 

3/ 

4 (£ 

4 6 

2/6t 


5/t 

4/ 

6 ' 

6 

6d. 

1/ 

1/ 

3/6 

6/ 

5' 

V 


4-' 

4/3 

6, 9 

6-9 

3/ 

4-6 

4 ' 

2 


4 

1/3 

6/6 

6/ 

11/t 

11/t 

10, t 

13/9 

20./ 

18/9 

4^.d. 

9 \ii. 

9\d. 

5/ 

. — 

10 

2 

4 

4 

11/6 

20-' 

18' 

14 ' 4' 209 

18 10-209 

17 0-716 

4 

— 

12 i 

lid. 

1 2; 

1 2; 

1/6 

— 

17 

8/6 

— 

17' 

2 '3-: 

2. 3‘ 

2/3 . 

1/ 


2 ' 

kd. 

— 

1/ 

15/t 

— 

21 t 

2'6t 

2 6t 

2 t 

3-' 

3/ 

2 6 

6' 

10/ 

10' 

5-9 

11 ■ 

10. 

4/ 


7 

15/ 


26 3 

i' 

5' 

5 

2/10 

5' 

5 ' 

l/9t 

— 

3,6r 

1/ 

1/ 

1 

2/ 

2/ 

1 104 

4/9 

8/ 

8- 

9/6 

16/ 

16/ 


Alliance Assurance t'o. Ltd. (£20^ with £2 \ paii 
Do. do. New Shares (^l) 

Atlas Assurance f.td. (jCl, with 10 paid,) 

Britannic Assurance Co. Ltd., Ord. Stock 

Do. do. 5^*0 tax-free, Cum. Pref. Stock 

Caledonian Insurance Co. (jCL with 10/ puid^ 

Caimmercial Union Assurance Co. Ltd., .Stock . . 

Laglc .Star Insumnce Co. Ltd., (3rilinary (10 ') - • 


Do. 

do. 

Ordinary (£3, with 10,' paid 

Do. 

do. 

4‘’i, Cum. Pref. (,£l; 

1)0. 

do. 

4‘'o 2nd (jum. Pref, f£l» 


Hconomic Insurance Co. Ltd. ^£1, with 5 ' paid; 

Ihnployers’ Liability Assurance Corp. Ltd. 

Hquity & l.aw Lite Assuranc- Soc. (£5, with £\.^ paid^ 

(icneral Accident, Fire &. Life Assurance Corp., Drd. (j(,‘l) 
(fcneral Accident, Fire Sc Life Assurance Ciorp., (.lurn. Pref. 


Cuardian Assurance Co. Ltd., Ord. (£1) 

Do. do. do. Pref. (jC5'’o non-Cum.) (£4) 

Lefral & General Assurance Soc. Ltd. f£l, witJi 5' paid) 
Licenses & General Inscc. Co. I.td., Ord. '/.l, with 10 ' paid) 
Liverpool & i^undon Globe Insce. (jo. Ltd , Perp. Deb Sik. 
London & Lancashire Ins. (jo. l td.. Stock 
London & Manchester Astce. Co. Ltd- (£1) 

London Assurance, Ord. (£2 J> .. 

Do. do. 4'j„ Cum. Pref. (£1) 

North British Sc Mercantile Inscc. Co. Ltd., Ord. (£11) 

Do. do. do. tio. 4",’, Pref. St<Kk 
(Non-Cum.) 

Northern Assurance Co. Ltd., Ord. (£10, with £1 paid; 

Do. do. Participatinkt Pref. (£7^; 

Pearl Assurance Co. Ltd., Ord. I £1) 

Do. do. 6'’o ('I'ax free-, Cum. Pref. (£1) 

Phfcnix Assurance (jo. Ltd. v£lO, with £1 paid; 

I )o. do. /£1 ) 

Planet Assurance (jo. I id., Ord. «£1, with 10'' paid) 

Provincial Insurance Co. Ltd., 10 Cum. Pref. (£1) . . 

Do. do. do. 25*» (jam. Pref. '4 ') 

Prudential Assurance Cjo. I.td., “ A ’* Shares v£l) 

1.^0. do. do, '* B ” shares (/^l, with 4 paid) 

Beiiisurance (Jorp. Ltd. <^£1, with 12 6 paid) 

Royal F.xchangc Assurance, Stock 

Royal Iii’on'ujcc tjo. Ltd., Stock . . . . . . 

Scottish Union Sc National Ins. (jo., ” .\ ” Sliarcs t£I0, with £1 
paid) 

Scottish Union Sc National Lis. Co., " B ” Shares (£5, witli /,3; 
paid) 

Sea Insurance Co. Ltd. ('£!) 

Sun Insurance Office Ltd. (£1, with 10 paid; . . 

Sun Life Assurance Society t£T) 

Victory Insurance (jo. Ltd., Ord. (16 with 6 ' paid) 

World Auxiliary Insce, Corp. Ltd. (£1, with 10-' paid) 
Yorkshire Insurance Co. Ltd. (£2i, with 10, paid) 

Do. do. (£1) 


36 

35'. 

38 

371 

4i 

3; 

bl xd 

6^ 

33/ 

33/ 

7 

65 

78/6 

87/6 

b 

t'i 

Ill 3 

5\f. 

18 6 

18-6 

18 6 

18/6 

.32 6 

32 '6 

5 '■ 

5|J 

1 >1 

14; 

9.' 

91 

22 6 

22,6 

yi 

9 

83 6 

84'6 

15'. 

15 

6i 

61 

94 i 

944 

8'. 

8? 

23i 

234 

.304 

30 

18' 

18/ 

14; 

151 

90'. 

904 

34' 

35 

27 

29 > 

22 i 

22ixd 

37 6 

37 6 

25 

23'. 

24,' 

231 

60 

60' 

37/6 

37 6 

20 6 

20 '6 

44 3 

441 

b . 

6k 

83 !'. 

SS 9 

•S', 

8V 

Ibi, 

17] 

11; 

lo; 

.384 

38 4 

b' 

6: 

7k 

10'. 

62 

104 

48 9 

46 '3 

45 

45 

15V 

134 

27] 

26 


*In5urance-Units 29 101 I 29 5 j 

*Conbits .. .. .. .. .. .. IS. 6 18 71 


* These prices include stamp duty and conunission. 
t Free of Income Tax. 
xd. — £x Dividend. 


vor.. CLxxvni 


25 



CURRENT INTERIM BONUS RATES 

WHOLE LIFE 57 / 6 % p.a. 

ENDOWMENT 40 /-% TO 55 /-% p.a. 

(According lo age al maturity) 

For A[(JTIIAL saiisfncUon — consult 

NATIONAL PROVIDENT 
INSTITUTION 

FOR MUTUAL LIFE ASSIJKAINCE 

— ViSTAlU ISHKI) 1 H 3 ;» — 

48, GKACECIIURCII STREET, LONDON, E.(:.3 

Telf.phonk: MANsion IIoi sf 1181 

^OTE --'Du* D(‘\! I )i.-»lril)iili<}D of IVol’il >\ill l;iKo os at .ll'-t I DMrinhrr, 1951 


is tlio rev<Tsjonary bonus derlared for tlic Gve years 1949-53 
by tlie S<*o I M.-h Widows’ Fund — a striking addition to the 
‘Unique Heeonl \ 

For particulars of bow you may become a member of tliis 
vigorous prolit-sbaring Society write lo 

SCOTTISH WIDOWS’ FUND 

Head Office : 9 St. Andrew Square, Edinburgh 2 
London Offices: 

28 Coriiiiill, E.C.3 17 Waterloo Place, S.W.l 

COMMERCIAL BANKING COMPANY OF SYDNEY, LTD. 

Estahmshkd 1.S3L lNCOKi*oRATri> I.N Nkw Socth WAi.r-s WITH LiMiThi) Liability. 

WITH Wllli'll IH AMAI.riAMATKU TIIIO H.VNIi. OF* VICJTOKIA 

CAPITAL PAID-UP £5.925,600 0 O 

REISBRyJB FUND.. 4.850.000 0 O 

RJBSBRYR CAPITAL 5,925,600 0 0 

£16,701,200 O 0 

Head Office. SYDNEY— 343 GEORGE STREET. 

General Manatjer: A. S. OSBORNE. 



326 Branches in New South Wales, Queensland. Victoria and South Austruiip. Agencies throughout 
Australia and New Zealand and all other parts of the World. 

Drafts payable on demand, and Letters of Credit are issued by the London Branch on the Head Offlco, 
Branches and Agenoies of the BanK. Bills on Australasia negotiated or collected. Remittances by cable 

or airmail. 

lonbon ©(fleet IB BIRCHIN LANE, LOMBARD STREET. E.C.3 ... R. H. S CAVAN. MunaKcr. 
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Bank Reports, Meetings, etc. 


THE COMMERCIAL BANK OF AUSTRALIA LIMITED 

The net profits for the year ended June 30, 1954, amount to /'500,221. 10.?. ; to which is added 
amount brought forward, 179,782. O.v. ^d. ; making a total of /,‘680,003. 10.?. 4J. ; from this amount 
the directors have made the following appropriations, viz. ; — To reduction of bank premises, £135,000 ; 
interim dividend on preference slock at 2 per cent, paid February, 1954, in Australian currency, £42,347 ; 
interim dividend on ordinary stock at 5 per cent, paid l^ebruary, 1954, in Australian eurreiiey, £100,0(‘0 ; 
interim dividend, calculated from due date of instalment of capital, on new issue ordinary shares at' 
5 per cent, paid February, 1954, in Australian currency, £21,030. 1.?. 4d.— £298,377. 1.?. 4d. ; leaving 
a balance of £381,626. 9i. j which it is proposed to appuriion as tollows ; — I'o final dividend on 
preference stock at 2 per cent, in Australian currency, £42,347 ; final dividend on i>rdinary stock at 
5 per cent, in Australian currency, £100,000 ; final dividemi, calailatcd on iiisiulinents of capital due 
on new issue ordinarv stock at 5 per cent, in Australian currency, £47,120. 5s ; carry forw’ard to next 
year, £192,159. 5.?.— £381,626. 9s. 

Balance Sheet as at June 30, 1954 
(expressed in Australian currency) 


UABILITIES 

Authorised capital — 300,000 preference shares of £10 e;..eh, /‘ 3,000,000 ; 14,000,000 
ordinary shares of 10.?. each, £7,000,000--£10,000,000.'' 

Issued and fully paid capital — 

211,735 preference stock units of /.*10 per unit £2,117,350 0 0 

6,105,868 ordinary stock units of 10.?. per unit 3,052,934 0 0 

Paid-up capital £5,170,284 0 0 

Reserve fund (used in the husine^s of the bunk) 3,000,000 0 0 

Final dividends proposed payable, August, 19^’4 189,167 5 0 

Balance of profit and loss accouin 192,159 4 0 

Total stockholders’ fumis £8,551,910 9 0 

Deposits, bills payable and (nli'M’ li.ibiiiiies, including provisions for taxation and 

contingencies .... 185,435,597 5 7 

Notes in circulation ... 5,102 0 0 

Balances due to other banks ... .... 456,189 17 11 

Amount due to subsidiary compan^' . ... 100 0 0 

£194,428,899 12 6 

Contingent liabilities (.as ocr contra in legard to obligations of cu.stoincrs and others 

on letters of credit, drafts, niiaraiitees, etc. ) 9,686,002 IS 4 

£204,114,902 10 10 


ASSETS 

Coin, bullion, Australian and Reserve Bank of New Zealand notes and ca-'.i at bankers £12,337,889 0 2 

Cheques and bills of other banks .... 7,966,376 7 0 

Balances with and due from other banks . 262,825 11 0 

Money at short call in I. onclori ... 187,500 0 0 

'Freasury bills — Australian Govern incut 6,500,000 0 0 

Public securities (at or under market value) — Australian Government, £12,421,502. 

13.?. 5d. ; other govermnent, £1,312,517. 8i. Od. ; local and seini-gcweminental 

authorities, £116,796. 0.. lOd 13,850,816 2 3 

Special account with Commonwealth Bank of Australia 35,648,000 0 0 

Bills receivable and remittances in transit 15,113,497 14 2 

Stamps 108,192 14 1 

£91,975,097 8 8 

Loans, advances and bills discounted (after deducting provision for debts considered 

bad or doubtful) 99,052,262 3 5 

Bank premises, furniture and sites (at cost, /ci.? amounts written, otl) .... 3,401,440 0 5 

Shares in wholly-owned subsidiary company (.at cost). ( I'he subsidiary company 
has not traded at any time, and has made neither profit nor loss ; its only 
asset is a deposit of £100 with this bank) 100 0 0 

£194,428,899 12 6 

Liabilities of customers and others on letters of credit, drafts, guarantees, etc., as 

per contra 9,686,002 18 4 

£204,114,902 10 10 
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BANK RriHMlTS, MITniNC.S, VAC. 


Report of Proccctiine^s at tlic F.ighty-Kighih Ordinary General Meeting of Stockholders held 
at the Ottices of the Bank at Melbourne on Thursday, August 19, 1954, at 12 noon. 

Mr. W. S. Reid, Chairman of Directors, presided. 

The General Manager, Mr.. Edward Cook, read the Notice convening the Meeting. 

The Minutes of the last Ordinary General Meeting were read and confirmed. 

It was decided to take the Report and Balance Sheet as read. 

The Chairman’s address was as follows : — 

Ladies and Gentlemen, 

I should first like to apologise for the absence from the Meeting of Mr. S. 'i\ Edwards, one of your 
Directors, at present overseas. 

'Phe last Annual Meeting of Stockholders took place in the C'oronation year of our beloved Queen 
Elizabeth II, and since that time we in Australia and New Zealand have been honoured to welcome the 
Queen and the Duke of Edinburgh to our shores. The opportunity to express their loyalty and affection 
was eagerly accepted by Her Majesty’s Australian and New Zealand subjects and the many benefits derived 
by the British Commonwealth from the Royal visit will long endure. 


S roCKHOLDERS’ FUNDS 

1 mentioned briefly last year that the new issue of Ordinary Shares had been successfully floated. 
All instalments have since been duly received. Nominal Capital is now £10,000,000, Subscribed and 
Paid-up Capital being £5,170,284. Premiums on the New Issue totalling £750,000 have been credited 
to Reserve Fund, which now stands at £3,000,000. 

'lotal Stockholders’ Funds have increased from £6,689,479 to £8,551,910 during the year. 

It is of interest to note that the Bank's Stock is now held by 12,627 holders throughout Australia, 
New Zealand and the United Kingdom, and that the average Capital holding is £409 per Stockholder. 

Net Profit, £500,221, increased by £78,876, and is equivalent to 5-85 per cent, of Stockholders’ 
Funds. Gross earnings, £5,843,751, rose by £754,424, but the major portion of this increase was 
absorbed by higher salaries, taxation and general costs of conducting the growing business. 

The higher Net Profit justified your Directors' anticipations that dividends could be maintained on 
the increased Capital. 

Interim Dividends of 2 per cent, on Preference and 5 per cent, on Ordinary Stock were declared, 
and your Directors now recommend payment of Final Dividends at the same rates, making 4 per cent, 
on Preference Stock and 10 per cent, on Ordinary Stock for tlie year, dividends on the New Issue Shares 
being calculated proportionately from due dates of instalments. 

Stockholders will be pleased to notice that the total Assets in the Balance Sheet, £204,114,902, 
increased by £12,495,966, exceeding £200,000,000 for the first time in the history of the Bank. 

You will also have noticed the improved method of presentation of the Report and Balance Sheet 
recently circulated to Stockholders. 

The corresponding figures for the previous year have been included in this year’s accounts for case 
of comparison, and I do not propose to review orally the detailed figures, or traverse the review of Seasonal 
Conditions and Primary Industries. 1 ask you to accept them as read. 


BALANCE SHEET 

Deposits, Bills Payable and other Liabilities, £185,435,597, were higher by £8,152,825, indicating 
the improved general conditions in Australia and New Zealand and the steady lc»^el of overseas funds. 

Coin, Bullion, Australian and Reserve Bank of New Zealand Notes, and Cash at Bankers, £12,337,889, 
decreased by £4,975,095, while Money at Short Call in London, £187,500, was lower by £1,562,500. 

These movements were largely olTsct by increases in Cheques and Bills of Other Banks, £7,966,376, 
which were £3,519,159 higher, and 'I’rcasury Bills, £6,500,000, which increased £2,500,000. 

Public Securities, £13,850,816, were lower by £4,240,042, due to increased overdraft requirements 
of customers. Further calls by the f'entral Bank during the year brought the Statutory Special Account 
with Commonwealth Bank to the substantial total of £35,648,000. 

Bills Receivable and Remittances in Transit, £15,113,498, rose by £2,344,269, reflecting the higher 
trends of both external and internal trade. 
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Total Liquid Assets, £91,975,097, declined slightly by £1,193,298, but still stand at the high figure 
of 49-48 per cent, of Liabilities to the Public, indicating the Bank’s ability to meet its customers’ require- 
ments for fluctuating accommodation within the policies desired by the Central Banks in both Australia 
and New Zealand. 

Loans, Advances, and Bills Discounted, £99,052,262, rose by £11,663,827 as a result of demands 
for overdraft accommodation to sustain the higher level of production throughout the Commonwealth. 

Bank Premises, Furniture and Sites, £3,401,440, decreased by £42,651, after writing off £135,000 
from Profits, compared with £125,000 the previous year. Premises continue to be acquired and enlarged 
to accommodate the Bank’s expanding business. 


SEASONAL CONDITIONS 

Conditions are generally satisfactory over most of Australia anu again indicate the probability of a 
good season for primary producers. 

All States are enjoying promising conditions although a sub-soil soaking rain is desired in the 
drier areas and cold weather is retarding growth. Given satisfactory rain later in the yet r the position 
of producers in the agricultural and pastoral areas will be further consolidated. 

Severe flooding occurred during the year in the coastal districts of New South Wales and 
Queensland with heavy loss of stock and damage to property. 

WOOL 

Production of wool totalled 3,804,278 bales from 123,100,000 sheep, being a reduction of 47,000 bales 
upon the previous year’s record clip. Prices remained stable on a high level throughout the year, the 
total proceeds of wool exported reaching A£412,242,000 compared with A£403, 2 16,000 for 1952-53. 

Forecasts of world production and consumption of wool indicate that demand is still strong and 
satisfactory prices seem likely during the coming season. Synthetics have increased in volume and 
diversity, but the prevailing trend appears to be towards blending with the natural fibre to produce newer 
and cheaper fabrics. 


WHEAT 

Our overseas trade balance has been adversely affected by a reduction in the amount t>f wheat 
exported due to declining overseas prices and restricted markets. Undue stocks have been accumulated 
and the authorities are spending considerable money in erecting bulk storages. It is estimated that, 
at the end of this year, surplus carry-over will approximate 2,000,000 tons, worth at present prices about 
£40,000,000. 

The price of wheat on the world market has been held at a level sulficiently high to permit countries 
outside the International Wheat Agreement to produce and sell wheat to a considerable extent at the 
expense of Australia. Shipments from the United States, Canada and Australia have declined in somewhat 
similar proportions, while exports from Argentine, Turkey and other countries have increased substantially. 

'The area sown to wheat in 1953-54 — 10,691,000 acres — increased slightly for the first time since 
1947-48, but the average yield per acre declined from last year’s record of 19- 1 bushels to 18-6 bushels. The 
crop totalled 199,000,000 bushels, being 3,800,000 bushels greater than the previous year. 

DAIRY PRODUCE 

Seasonal conditions were again satisfactory and butter production declined only slightly from 163,500 
tons to 157,000 tons, while cheese production rose from 46,800 tons to 49,000 tons. 

Butter exports decreased from 49,000 tons to 38,000 tons, while cheese cxpi>rts remained steady 
at 22,000 tons. 

Australian costs of production arc higher than New Zealand and ('ontinental countries and the 
industry will need to be alert to retain its share of the valuable British market. 


MEAT 

Total of all meat produced was 1,200,000 tons, valued at £202,500,000, cv)mpared with £186,700,000 
from 1,246,200 tons for 1952-53. Exports earnings declined from £56,000,000 to £49,000,000. 

SUGAR 

Production of sugar in 1953-54 reached the record total of 1,253,000 tons, exceeding the previous 
season’s yield by 32 per cent., or 305,000 tons. 

Exports rose from 464,000 tons to 720,000 tons and the proceeds from £19,000,000 to £30,000,000. 
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DRIED ERUl TS 

T he position in regard to dried fruits is causing concern as sales of high-level stocks in London 
arc proving lo be ilow. Assistance will need to be extended to the indubtry to ensure that by improving 
methods and reducing costs it retains its share of the overseas market. 

NEW ZEALAND 

New Zealand has enjoyed a pn^spennis year and living standards generally have never been higher. 
Business is buoyant while demand fur labour exceeds supply. The building industry continues active 
with materials more readily available, while major public works of a developmental nature are showing 
rapid progress. 

An improvement in both the number of bales sold and the price realised increased the wool cheque 
by approximately 10 per cent, to N.Z.£66, 000,000 ; but dry conditions experienced early in the year 
in the North Island occasioned a sharp decline in dairy production. 

Exports for the 12 months ended March 31, 1954, totalled N.ZX240,000,000, an increase of 
N.Z.^T 3,000,000, while imports remained virtually unchanged at N.Z.£201, 000,000. 

ST'AFE 

Once again it is my pleasure to express on behalf of the Stockholders their appreciation of the manner 
in which all grades of the .Staff have continued to carry out their responsibilities. The results of the loyal 
and capable performance of their duties arc exemplified in the Statements before the Meeting to-day. 

BANKING POLICY I? 

The Bank has played an important part in removing unemployment and restoring the Nation’s 
economy to its present buoyant position. Rising industrial production has called fi>r increased overdraft 
accommodation and we have been able to assist customers engaged in many industries so vital to a sound 
National economy. 

Last year your attention was drawn to what, in our views were then seen as the shortcomings of 
the banking legislation introduced in 1951 by the Commonw'calth Ciovernment. It was suggested that 
the control exercised through Special Account procedure would need to be wiscl> administered if the 
banking system was to retain that degree of flexibility essential to the changing needs of an expanding 
economy such as Australia’s. The operations of the past year have confirmed our views as then expressed. 
TTic imrnobilising of such a large percentage of deposits has a hampering effect on an economy requiring 
greater freedom in the development of both its natural and technical resources. Australia lags behind 
other countries in freeing itself from the shackles of controls imposed during a time of National emergency 
and now' totally iinsuitcd to a virile and progressive way of life. 

It is becoming ircrcasingly eviiient that some modification in the Special Account system is necessary 
to ensure that a more reasonable limit is placed upon the proportion of a Bank’s Deposits that may be 
frozen by arbitrary action. T he Banks must be permitted suflicient freedom and flexibility to plan for 
the future on progressive lines if Australia is to maintain a sound economy on a basis of steady expansion. 

The attempt to nationalise the 'Trading Banks was soundly defeated by the people because they 
clearly realised the advantages of a competitive banking system which they expect to be fair and equitable 
to all concerned in the industrv. 

PRODUCTION COS'fS 

The niitin fears about the Australian economy centre upon the high level of production costs. 
There can be no doubt that Australian costs arc suhsTantially above those ruling in most of the highly 
industrialised countries. T'his situation is fraught with danger and has already led to loss of markets. 

Since the war labour costs, as measured by average hourly earnings for male workers, have increased 
by 62 per cent, in the United Kingdom and by 73 per cent, in the United States. In Australia the rise 
has been 156 per cent. No economy could sustain a disparity of this nature and remain compcliiivc 
with other countries. 

Promising opportunities for building up an export outlet in various manufai Cured lines have had 
to be abandoned. Primary products such as some canned goods, processed foods and butter are threatened 
with loss of markets to lower-priced overseas production or to substitutes. Were it not for import 
restrictions or heavy tariff protection some Australian industries might find it impossible to retain a 
reasonable share of the home market. At present and prospective levels of export income it seems 
doubtful whether we would be able to balance our overseas accounts without the help of import restrictions. 
The difficulty of achieving a balance of payments, even under the buoyant condition of export trade over 
the last two years, is evidence of an excessive level of internal costs. 

There is considerable pressure for increased wage “ margins ” to workers, and while it may be 
justified in the case of skilled workers carrying high qualifications and responsibilities, we should be 
careful to refrain from any action that would throw the economy further out of balance by adding to the 
high cost burden which industry is ali*ady forced to carry. To find a solution to this difficult dilemma is 
the perplexing task coiTVcnting Industrial tribunals at the moment. If the principle of increased margins 
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were to be applied to all workers in receipt of payments above the basic wage, tlic effect on industrial 
costs and on economic balance would be extremely serious, bor a long period we have been seeking 
some measure of stability in costs and prices. We cannot afford now to jeopardise a position SO recently 
and arduously won. A general increase in Australian wage costs would in the end benefit no one if it 
meant that industries producing for the home market could not compcLc and that export production was 
priced out of markets abroad. " 

ECONOMIC CONOriTONS 

The confidence evident in industry generally at this time last year lias been fully justified and the 
improvement in trade and production has continued throughout the curreiir year. Due to Government 
policy with material assistance from the Banks, production in both primary and secondary industries has 
been maintained at satisfactory levels and unemployment has been removed. 

Exp Tts declined by slightly less than 5 per cent, from A£87 1,000, 000 to A^830,000,000 '^hilc 
imports ‘.ucrcased from A£5 14,000,000 to AjC68 1,000, 000. 'The favourable trade balance was accordingly 
reduced from A£357,000,000 to A£ 149,000,000 but Australia’s overseas funds remained at a satisfactory 
total of approximately A£550,000,000 at June 30 last. 

Discovery of oil in Western Australia and (d' extensive uranium deposits in CXmiral and Northern 
Australia are welcome developments. The benefits to be derived from location of ciunmercial quantities 
of oil arc of such potential value that no effort is now being spared by further search in likely areas. 

Stability in the economy has been achieved and we must now concentrate upon the problem of 
reducing costs to make industry competitive wdth overseas countries. 

1 have much pleasure in moving the adoption of the Report and l^alance Sheet. 

The motion was seconded by Mr. R. G. R. Ball and carried urnnimously. 

Tw'o retiring Directors, Mr. C. E. Meurcs and Mr. S. 1'. Edward^, had given due notice of their 
candidature and there being no other nominations wen* declared re-elected. 

Messrs. Ernjst Eookes and \\’. S. IMiilip, Charterea Accountants (Australia), were re-appointed 
Auditors. 

A cordial vote ofihanks to die Directors, the General Manager and the Staff W'as moved by Mr. J. H. 
Eicken, seconded by Mr. A. j. C Bull, and acknowledged by the ('hairman and the General Manager. 

'The (diairman thanked the stockiioklcrs for their attendance and announced that the tlividend would 
be payable on and aiter August 20, 1954. 

The meeting then terminated. 


THE COMMERCIAL BANK OF THE NEAR EAST LIMITED 

Thk profit for 1953 (^including ^ 13,953 released In'in prew'isiops [\ r ik prev.iaiion of investments 
made in prior years) is £31,760 ; ueduet : United Kingdom ta,xarioii based um profit for the year after 
deducting relief in respect of foreign taxation paid during the year : — income tax, £'17,9C0 ; profits tax, 
£2,400 ; excess profits levy, nil — £20,300 — £11,460 ; add balance brought foiwc-rd from previous year, 
£3,770 — £15,230. 'I'hc directors recommend the alJocarion cf iliis amount j.. billows : — transfer to 
reserve, £5,000 ; proposed dividend for year of 3 per cent, income tax, £3, 30u ; to be carried forward 
to the current year, £6,930 — £15,230. 

Balance Sheet, Decanher 31, 193 3 

LIABILITIFS 


Share capital— authorised, issued and fully paid : 40,000 shares of £5 each . £200,000 0 0 

Reserve — balance at December 31, 1952, £50,000; aat/ transfer from pngii and 
loss account, £5,000 — £55,000 ; profit and loss account, per ac* oviu attached, 

£6,930 61,930 0 0 

Current, deposit and other accounts, including reserve for United Kingdom incoiv.c 

lax 1954-55, £1,755,257 ; proposed dividend, /c.?.? income tax, £3,300 1,758,557 0 0 

Bills for collection — per contra 624,604 0 0 

Documentary credits, acceptances, etc., on belialf of customers 247,502 0 0 


NoihS ; — 'll t'unxnLy assets ar.J liabilities have been convertol :;t the b !K>\\in'; N-ti n o ili.- v.. -- 
r.gyplian Piastres 97-5 ; Tutkish V Hi ; ..thcr euiieiuus a' ili'. t.ui > 

at Dee ember ^1, 1953. 

i2) J'he siibsiiJiiir> iiumnice eumpaiiy Jdc.s not ir.ule and ns aie» unis show ncithei prv»liL 
nor loss (iroup aeeounts are ni>i submitted in \ie\\ ol' the insiniihe:int amounts 
involved. 


4:2,892,593 0 0 
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ASSETS 

Current Assets— 

Cash in hand and at bankers in London £16,366 0 0 

Cash in hand and at bankers in Egypt 360,583 0 0 

Money at call and short notice 435,000 0 0 

Balances with foreign bankers and correspondents 50,041 0 0 

Bills discounted 110,216 0 0 


£972,206 0 0 

Investments at market value : Quoted on London Stock Exchange : British 


Government securities £155,188; other British securities, £14,733; 
other Government securities, £29,748 ; securities of foreign banks, £1,794 ; 
quoted on Overseas Stock Exchanges : securities held by branches, £10,940 212,403 0 0 

Shares in nominee subsidiary company, £50 ; less : due to nominee subsidiary 

company, £50 — 

Advances to customers and other accounts 833,367 0 0 

Bills for Collection 624,604 0 0 

Liabilities of customers for documentary credits, acceptances, etc., per contra . 247,502 0 0 

ETxed Assets — 

Furniture and fittings at cost amounts written off 2,511 0 0 


£2,892,593 0 0 


THE COMMERCIAL BANKING COMPANY OF SYDNEY LIMITED 

The profit for the year ended June 30, 1954, after payment of all expenses of management, and 
provision for taxes and for rebate on current bills and accrued interest on lixed deposits and for bad and 
doubtful debts and other v:ontingencics, amounts to £528,777. 5s. \\d. ; to which is added the amount 
brought forward from June 30, 1953, £214,886. O 5 . Id. ; making a total of £743,663. bs. Od. ; from which 
the directors have made the following appropriations : — To interim dividend for the half-year ended 
December 31, 1953, at the rate of 8 per cent, per annum paid on January 22, 1954, £189,560. 10.?. Od. ; 
transfer to reserve fund, £106,697. 2s. Qd. ; reduction of bank premises account — amount written off for 
depreciation, £25,000 — £321,257. 12.?. Qd. ; leaving a balance of £422,405. 14.?. Od. ; and now recommend 
for sanction their declaration of a dividend for the half-year ended June 30, 1954, at the rate of 8 per cent, 
per annum payable at the head oliicc of the company, £189,560. IO 5 . Od. ; leaving the amount to be 
carried forward, £232,845. 4.?. Od. — £422,405. 14?. Od. 

Bahmcc Sheer as at the close of business on June 30, 1954 
LIABILITIES 

Capital — Authorised in 480,000 shares of £25 each, £12,000,000. 

Issued — 474,048 shares of £25 each, £11,851,200 ; less reserve capital of£12. 10s. 
per share, £5,925,600 ; paid up, £5,925,600 ; reserve fund (wholly used 

in the business of the bank), £4,850,000 

Final dividend proposed 

Balance of profit and loss account 

Total shareholders’ funds 

Deposits, bills payable and other liabilities, including provisions for contingencies 

Notes in circulation 

Balances due to other banks 

£215,292,691 0 7 


£10,775,600 0 0 
189,560 10 0 
232,845 4 0 


£11,198,005 14 0 
202,950,453 0 3 
13,496 10 0 
1,130,735 16 4 
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ASSETS 

Coin, bullion, notes and cash at bankers 12,878, 196 19 8 

Money at short call in London 1,062,500 0 0 

Special account with Commonwealth Bank of Australia 45,300,000 0 0 

Cheques and bills of other banks and balances with and due from other banks . . 5,464,080 8 11 

Treasury bills — Australian Governments 16,000,000 0 0 

Public securities (excluding Treasury bills) — at or below market value (including 

£4,000 lodged with public authorities) — Australian ChwcnimenT securities. . 34,759,159 5 1 

Bills receivable and remittances in transit 13,776,963 19 0 

£129,240,90() 12 8 

Loans, advances and bills discounted (after deducting provisions ‘^or debts considered 

bad or doubtful) 82,436,951 0 8 

Bank premises, furniture and sites — at cost, less amounts written off .... 1,668,343 18 1 

All other assets 1,946,495 9 2 


£215,292,691 0 7 


♦ 


FINANCE CORPORATION FOR INDUSTRY LIMITED 

It has been et)nsidcrcii desirable and necessary to apply the whole of the available bahmee of 
income for the year, namely £2,652,474, in writing down investments in companies other than those 
taken over by the Iron and Steel Holding and Realisation Agency. Fhese investments, amounting at 
cost iess amounts written off to £22,634,639, include interests in companies in the development stage 
the ultimate value of which cannot yet be measured, d'he balance carried forward i>n pmlii and loss 
accenmt remains at the same iunount as la^t year. 

balance Sheet, March 31, 1954 

LI ART 111 ILS 

Capital — 

Authorised — 2,500,000 shares of (’10 each, £25,000,000. 


Issued — 2,500,000 shares of £1(^ each, 45. paid 

£500,000 

0 

0 

Profit and loss accouni 

V 1,926 

0 

0 


£574,026 

0 

0 

CiiKUHNT LTAim.irn’S 




Advaiu es from bankers (incliuhiig accrued interest', £60,112,852; creditor: 

s 



and accTued charges, £1,949 

60,114,801 

0 

0 


£604)89,727 

0 

0 


ASMVIS 

Investments (untpioied) by way of loans and participations : — 

In companies taken twer by the Inm aiul Steel Holding and Realisation Agency 

at CtisT £36,275,000 0 0 

In other companies, at cost /ess amounts written olf 22,634,639 0 0 

£58,909,639 0 0 

Income lax recoverable and viebiors 1,057,352 0 0 

Balance at bankers 596,728 0 0 

Preliminary expenses 126,008 0 0 

Noti;s. — (1) At March 31, 1954, the conipanv had undertaken to make further loans amounting 
to 18,285,000. 

(2) investments by way of loans ami partieipations in “ other cornpanics ” include 
interests in companies in the developineni stage the value of which c<annut yet be 
assessed. 

£60,689,727 0 0 
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LONDON BANKERS’ CLEARING-HOUSE RETURNS 


I 


Month 

Town Clearing 

General Clearing 

Total for the Month 

1952 

£ 

£ 

c 

Augufft .... 

6,192,000,000 

2,141,000,000 

8,334,000,000 

September .... 

6,799,000,000 

2,176,000,000 

8,975,000,000 

October .... 

7,438,000,000 

2,459,000,000 

9,897,000,000 

November .... 

6,471,000,000 

2,338,000,000 

8,809,000,000 

December .... 

6,797,000,000 

2,357,000,000 

9.154.000.000 

1953 

January .... 

8,745,000,000 

2,0 n, 000, 000 

11,416,000,000 

February .... 

6,938,000,000 

2,243,000,000 

9,181,000,000 

March 

7,783,000,000 

2,436,000,000 

10,219,000,000 

April 

7,579,000,000 

2,342,000,000 

9,921,000,000 

May 

6,851,000,000 

2,480,000,000 

9,330,000,000 

June 

7,425,000,000 

2,323,000,000 

9,747,000,000 

July 

8,709,000,000 

2,572,000,000 

11,281,000,000 

August .... 

6,465,000,000 

2,176,000,000 

8,641,000,000 

September .... 

8,445,000,000 

2,401,000,000 

10,346,000,000 

October .... 

9,459,000,000 

2,649,000,000 

12,108,000,000 

November .... 

7,641,000,000 

2,381,000,000 

10,026,000,000 

December .... 

8,030,000,000 

2,627,000,000 

10,657,000.000 

1954 

January .... 

9,554,000,000 

2,734,000,000 

12,288,000,000 

February .... 

7,437,000,000 

2,351,000,000 

9,788,000,000 

March .... 

9,639,000,000 

2,638,000,000 

12,277,000,000 

April 

8,583,000,000 

2,483,000,000 

11,066,000,000 

May 

9,675,000,000 

2,601,000,000 

12,276,000,000 

June 

10,918,000,000 

2,592,000,000 

13,510,000,000 

July 

11,549,000,000 

2,805,000,000 

14,354,000,000 

August .... 

8,062,000,000 

2,380,000,000 

1 0,44 SOOO, 000 


SCOTTISH CIRCUI.ATION RETURNS 

Averac;h Circulation and coin held during the Four Weeks ended 
Saturday, July 24, 1954 


Name of Bank 


1 Bank of Scotland .... 

2 Royal Bank of Scotland 

3 British I.incn Bank 

4 Commercial Bank of Scotland 

5 National Bank of Scotland . 

6 Union Bank of Scotland 

7 Clydesdale and North of Scotland 

Bank 






Averai^e 


AvcraRC (’.ir*.ul3Uon iJuring Lour 'X’cek s 
ended as above 

Amount 
of Bank of 
England 

Authorised 




Notes and 

Circulation 

L5 and 
upwards 

Under l'5 

Totals 

Coin held 
during Four 
Weeks ended 
as above 

£ 

£ 

£ 

£ 

£ 

396,852 

8,844,907 

5,220,320 

14,065,227 

14,566,985 

216,451 

7,507,402 

6,337,903 

13,845,305 

14,614,877 

438,024 

6,971,636 

4,532,355 

11,503,991 

11,959,128 

374,880 

11,614,074 

6,568,456 

18,182,530 

19,479,313 

297,024 

7,3 30,579 

4,567,441 

11,898,020 

12,759,678 

454,346 

5,732,022 

4,186,606 

9,918,628 

10,375,680 

498,773 

15,709,830 

6,270,562 

21,980,392 

23,314,948 


Totals .... 2,676,350 63,710,450 37,683,643 101,394,093107,070,609 


Each of the Bankers named in the above Return, who hav e in Circulation an amount of notes 
beyond that authorised in their Certiheate, have held an amount of Bank of England Notes and 
Gold and Coin other than Gold C^oin not less than that whicli they are required to hold during 
the period to which this Return relates. 
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IRISH CIRCULATION RETURNS 

NORTMRRN IREl.AND 

Averagk Circulation and C^oin hkld during the Four Wleks ended 
Saturday, July 24, 1954 


Name op Bank 


AulhoriM:d 

C.irtrulaiu'n 


A\eraac (’in ulation durini; l-our Weeks 
ended as above 


*AvoiaKc 
Amount 
of Bank of 
Holland 
Notes and 
C '.oin licid 
diiriiiK l-'our 





/:5 jnd 
upward.s 

Under 

Totals 

Weeks ended 
as above 



/: 

/. 

c 

£ 

£ 

1 

Bank of Ireland 

. ■|'67.''3401 

1,920,400 

281,156 

1,902,056 

1,328,131 

2 

Provincial Bank of Ireland . 


],26o,040 

224,82 -t 

1,492,804 

1,156,457 

3 

Belfast Banking C ompany . 



71,525 

1,154,590 

1,772,461 

4 

Not them Bank 

244, (K'O 

l,5o9,403 


1,(547 182 

1,926,263 

5 

Ul.stcr Bank .... 

290,UCd 

1,4S‘:>,715 

95,494 

1.581,209 

1,855,481 

6 

National Bank 

tl23,4b() 

584,59 5 

29,747 

614,340 

514,797 


Totals .... 

. 1,929, f5i 

7,611,716 

7S0,r>25 

8,392,241 

8,853.590 


Each of the Bankers named in tlic above Return, w’ho have in circulation an amount of Notes 
beyond that authorised by the Bankers (Northern Ireland') Act, 1928, have held an amount of Hank 
of England Notes and Gold Coin and Coin other than G(4d t'.oin not less than that which they are 
required by llic Treasury to hold during the period to which this return relates. 


f 'I'hcsc uniounls are the latest amounts appiovcd by thr 'treasury. 

* This cciuniu includes Bank ot Jhiyland Nore.s tleposiu-d at the Ban!. ol l-.n/land winch, bv viriae uf See. 9 '1 
of the Currency and Bank Notes Act, 192K, lue to be treated as Kold com by the Hank. 


I.EGAL Tender Notl Fund as at July 24, 1954 
Issue .\ca>UNr 


£ s. d. 

Outstanding as at end of pre- 
vious week .... 6(i,777j701 0 0 

Issued during week ended 

July 24, 1954 . 754,155 0 (. 


/;67,5:{i,«r»4 o o 


£ 

Redeemed during week ended 

July 24, 1954 . . . 937,33) 0 0 

(Outstanding as at Jiilv 

24, 1954 . . . 6h,594,521 0 U 

^(i7,53l,H5l {) 0 


FOREIGN BANK RETURNS 

BANK OF FRANCE 

Francs (000,u00’s tnniticil) 


Date 

Gold 

Private 

Discounts 

and 

In Occupa- 

Aug. 19 . 

. 201,282 

Advances 

1,277,141 

tion Gt>sts 

426,000 

„ 26 . 

. 201,282 

1,253,940 

426,000 

iiept. 2 

. 201,282 

1,300,446 

426,000 

„ 9 . 

. 201,282 

1,312,768 

426,000 

1953 

Sept. 10 . 

. 201,282 

1,^80,035 

426,000 


Advances to Slate 

'I'rcasurv Fi/od .Special Notes Deposits 

Advances Advances Advances 

195,000 53,849 151,200 2,325,456 127,576 

195,000 53,849 168,200 2,333,153 12.3.360 

195,000 53,849 177,900 2,402,241 129,204 

195.000 53,849 176,700 2,396,745 125,753 

200.000 I 53,849 186,700 2,194,226 140,582 


October, 1954 
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FOREIGN BANK RETURNS— (con/inMci) 
U.S. FEDERAL RESERVE BANKS 

Dollars (000>000’s omitted) 


Date 


Total 

Gold 

Reserves 

'I'oial 

Cash 

Reserves 

Total 

U.S. Govt. 

Securities 

Total 

Rills and 
Advances 

Total 

Reserves 

Au};ust 11 
„ 18 
» 25 

Sept. 1 
» 8 


21,174 

21,172 

21,172 

21,127 

21,124 

495 

500 

519 

491 

4S7 

24.023 
23,957 
23,908 

24.023 

24,0 .5 

24,512 

24,417 

24,222 

24,317 

24,199 

49,934 

50,353 

49,509' 

49,570 

49,201 

1953 

Sept. 9 


20,990 

308 

25,126 

25,620 

50,571 


Date 

E.R. Notes 
in 

Circulation 

Member Rank 
Reserve 
Deposits 

Govern- 

ment 

Deposits 

7'otal 

Deposits 

Excess 

Member Bank 
Reserve 
Deposits 

Relcr^'e 

Ratio 

% 

Aujustll 

25,561 

18,731 

593 

20,270 

1,129 

46-2 

18 

25,530 

18,776 

646 

20,397 

1,193 

46-1 

„ 25 

25,46S’ 

18,579 

596 

20,154 

1,005 

46-4 

Sept. 1 

25,576 

18,530 

591 

20,009 

985 

46-3 

,, 8 . . 

25,709 

18,274 

4-i6 

19,635 

804 

46-6 

1953 







Sept. 9 

26,171 

19,104 

57<i 

22,610 

382 

44-9 

U.S. 

I'EDHRAI. 

RESERVE BANKS 

AND TREASURY 



COMBINED 


Date 


Monetary 

tiold 

Slock 

T rcasury 
and Rank 
Cutrciivy 

Money 

in 

(arcolatiim 

Treasury Cash and 
Dcpt?sits with 
F.H. Ranks 

August 11 . 

„ 18 . 

„ 25 . 

Sc:>t. 1 . 

V, 8 . 


21,858 

21 ,858 

2 1 ,858 
2l,Su'^ 
21,804 

4,960 

4.960 

4.961 

4,965 

4,967 

29,911 

29,866 

29,786 

29,923 

■^0,115 


1,392 

1,453 

1,408 

1,400 

1,254 

1953 

Sept. 9 . 


22,173 

4,865 

30,479 


1,848 



GERMAN FEDERAL REPUBLIC 



Combined 

Return 

oi- iHE Hank 

nEUTSCHER I.ANDER AND THE I..VND 
(ill DAI million) 

Cfntr.\l 

Banks 

Date 

Gold 

Oedit 
H.ilaiices at 
Eoieii!n 
Ranks, 

Toici^n ('ash. 
Rills and 
("hequc'S 

Advances 

and 

I 1 Short - Tenn 

Bms 1 A -Idinss to 

the h'edcral 
^ (lovcnuncnt 
hxchaiKC 

Public 

.‘\iithoriiics 

Bank Notes 
in 

t'ircukiiion 

Rank 

Deposits 

Non-Bank 
Deposits * 

August 23 . 

» 31 . 

Sept. 7 - 

2,220 7 
2,286-4 
2,328-3 

8,152-4 

8,148-4 

8,155-9 

1,526-1 179-6 

1,504-6 159-5 

1,445-4 153-5 

10,300-1 

11,685-6 

11,216-3 

3,416-1 

2,965-7 

3,372-7 

6,152-7 

5,379-4 

5,224-4 

1953 

Sept. 7 . 

1,037-9 

6,099-1 

1,910-5 213-6 

10,743-7 

2,817-9 

— 


* These figures include purchases of Equalisation Claims by Public Authorities. 
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INSURANCE AND ACTUARIAL RECORD 

Legal and General Assurance Society 

A new scries of with-profit contracts, depending for their bonus exclusively upon 
profits of the life and annuity fund has been instituted by the Legal and Getieral 
Assurance Society^ and the necessary alterations to the memorandum and 
articles of association have been effected. These important changes in the constitution 
of the society arc of interest in that they reverse a policy adopted so long ago as 1919 
when the society decided to cease the issue of life assurance policies participating in 
profits. From that date until 1937, the society confined itself to the issue of contracts 
giving fixed benefits only, and although in 1937 it recommenced the issue of with-profit 
policies, these were of a special character imposed by the society’s then constitution. 
The bonus in respect of these policies was limited to a maximum rate of 38.s'. per 
cent, per annum compound, and depended not only on the surplus of the life assurance 
fund but also upon the profits of other classes of the society’s business. 

It is evident tlit the inability of the society to issue with-profit policies in the accepted 
form, i.c. without limitation as to the rate of bonus, has been a handicap to further 
development, and the proposals have been framed to enable the society to re-enter the 
with-profit field on a more normal and competitive basis. As announced in our 
September issue, the society is for the present assuming a compound reversionary 
bonus of 37,v. 6d. per cent, per annum, in connection with the new scries of participating 
assurances. The rights of existing with-profit policies arc, of course, fully protected 
under the new constitution, the society having assumed liability for payment of a guaran- 
teed bonus of 385. per cent, compound, and for the purpose set up appropriate policy 
reserves. With-profit policyholders, therefore, no longer depend upon, nor arc entitled 
to, 90 per cent, of the profits of the society’s other classes of business, as hitherto. 

The accounts of the Legal and General are again presented in consolidated form, 
with the figures relating to fire and accident business including those of the Gresham 
Fire and Accident Society, A separate set of accounts is included in respect of the 
Gresham Life Society, and brief particulars from these accounts are given at the end of 
this review . 

The total net new life sums avssured last year at £81,481,132 (against £72,347,021 
in 1952), included £34,243,348 (against £35,429,966) of ordinary business, £17,920,639 
(against £14,653,432) of decreasing term and group assurances and £29,317,145 (against 
£22,263,623) by way of increases on existing group life assurances. The total net 
premium income in the life account amounted to £27,864,326, compared with £25,820,036 
and £22,397,936 in the two preceding years, while consideration for annuities granted 
brought in £1,057,148, against £907,370 in 1952 and £879,311 in 1951. Net interest 
income was higher by £965,375 at £6,931,980, and the account was credited with a 
profit of £50,369 (against £96,349) on reversions realised. The gross rate of interest 
earned on the life fund, excluding the amount invested in purchased reversions, was 
£4 ll5. 5d, per cent, as compared with £4 Ss, 9d. per cent, in the previous year. The 
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corresponding net rate was £4 O5. lOd. per cent, as compared with £3 195. 2d, per cent, 
for the year 1952. Following an investigation into the mortality experience the results 
in the life assurance section were favourable. The results of pension business were 
likewise satisfactory, but in respect of privately purchased annuities the results were 
less favourable than expected and the position regarding them is being carefully watched. 
The net amount paid in respect of claims by death was £2,267,974, and matured policies 
took £1,417,800. Commission and expenses took £2,621,515, and surrenders absorbed 
£3,673,489 of which £2,301,873 applied to group life and pension business. The life 
assurance and annuity fund rose in the year from £165,411,932 to £188,349,520. , 

Premiums in the sinking fund and capital redemption account amounted to 
£156,691 (against £121,680) and annuity considerations totalled £87,894 (against 
£104,796). Net interest brought in £105,112, and the fund at the year-end was 
£3,779,063. The permanent sickness account produced premiums of £109,506 (against 
£91,266), interest of £7,910 and an accumulated fund of £159,254, excluding claims 
reserve of £34,766. 

In considering the non-life accounts, it has to be remembered that under the society’s 
constitution as at the end of 1953, life policyholders had tlie right to draw on the earn- 
ings of other departments, if such a course proved necessary, in order to maintain the 
with-profit life bonus at a rate of 385. per cent, per annum compound, ('onsequently 
once again, and probably for the last time having regard to the new constitution, the 
accounts show the fire and accident surpluses as retained in tlie departmental funds. 

Fire premiums in 1953, including business of the Gresham Fire were £2,048,357 
(against £2,076,500), and accident and miscellaneous premium income was £1,380,247 
(against £1,275,132), making, with marine premiums of £393,476 (against £413,725) 
a combined total of £3,822,060 (against £3,765,357). 'fhe combined fire and accident 
surplus, after charging U.K. taxation and provisions for staff pensions, was £131,927, 
compared with £63,095 in 1952. The marine account is still in the development stage. 
The marine fund rose in the year from £490,976 to £532,479, and represented 135.3 
per cent, of the premiums, against 118.7 per cent, in 1952 and 114.2 per cent, in 1951. 

As transfers from the revenue accounts have been made only at the end of each 
quinquennium, the profit and loss account deals almost entirely with the payment of the 
dividend. At profit and loss, the balance of £608,506 brought forward was augmented 
by interest of £125,846. The dividend for the year absorbed £190,9 37, United Kingdom 
taxation took £62,248, and £12,771 was allowed for undistributed profits of subsidiary 
companies applicable to the life assurance fund. The balance remaining, at £468,396 
is more than adequate to cover present dividend requirements until the end of the 
quinquennium. 

The consolidated balance sheet which includes figures of subsidiaries, excluding 
the Greshayn Lifcy reveals assets of £209,061,110, compared with £180,607,086 a year 
ago. Freehold and leasehold properties and ground rents account for £64,931,470 
(against £53,940,196) and mortgages on property, £31,571,536 (against £26,425,807). 
British Government and Government guaranteed securites are shown at £38,729,363 
(against £34,414,906), other Stock Exchange securities at £52,016,481 (against 
£45,159,788) and loans on life interests, reversions etc., at £5,439,568 (against 
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^4,501,812). The cash item is £13959,363 (against £13647,797). The paid-up capital 
is £250,000 and, in addition to insurance funds of £194,948,815, there is a reserve fund 
of £1,250,000. The society’s investment in the Gresham Life Assurance Society again 
appears at £400,000. 

New business of the Gresham Life Assurance Society in 1953 consisted of 11,333 
(against 11,066) policies assuring £11,011,545 (against £10,045,984), of which 4,979 
(against 4,420) policies for sums assured of £5,714,841 (against £5,299,022) were 
written within the United Kingdom. Total premiums were higher by £503,539 at 
£3,770,076, consideration for annuities brought in £212,011 (against £52,811) and net 
interest income was £744,121 (against £633,908). Mortality experience was again 
favourable and income exceeded outgo by £2,319,191, to which extent the life and annuity 
fund was advanced to £21,124,107. The paid-up capital of the Gresham Life is £22,378, 
Balance sheet assets total £22,156,371 (against £19,831,392). 


London and Lancashire Insurance Company 

"'Behind the cold figures of the anntial accounting records,” says the Hon. 
R. M. Preston, chairman of the Loudon and [.ancashire insurance iAvnpany\'"\\Q^ the 
story of the world-wide operations of the company.” The aggregate premium income 
of 1953 in the three underwTiting departments (^firc, accident and marine) was 
£27,879,852.” It differed little from the previous year, but the total profit was rather 
higher at £1,443,013, or 5.2 per cent, of the premium revenue. 

Premiums in the fire account w^ere £11,185,272 (against £11,401,294 in 1932 and 
£10,786,020 in 1951), nearly one-half of which were earned in the United States of 
America. The chairman points out that while the ever-present risk of fire damage 
continues the principal purpose of insurance in the lire account, yet there arc additional 
hazards which arc included in varying types of policies, such as the risk of damage by 
or from flood, storm and tempest, riot and civil commotion, earthquake, and the like. 
In fact, the United States last year suffered far more from tornado damage than in any 
other year in its recorded history and, Avhile insurance against storm and tempest forms 
but a small proportion of the total business in the account, underwriting results were 
affected. Elsewhere fire business maintained its stable contribution to premiums and 
to profits. After making provision for all known contingencies and charging the account 
with £222,980 in respect of overseas taxes, there remained an underwriting surplus of 
£786,201, or 7 per cent, of the premium income, against a surplus of £1,016,300, or 8.9 
per cent., a year ago. 

A considerably increased volume of business was transacted in the accident account, 
the premium income being advanced by £1,298,932 to £12,255,095. The underwriting 
profit of £156,812 follows deficits of £184,497 and £395,994 in the two preceding years. 
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Approximately one-half the total world premiums in the account relates to motor in- 
surance. A better experience is reported for last year in this important section, but in 
many parts of the world (including the United Kingdom) motor insurance remains an 
iinremuneralive business. The incurred claims ratio in respect to employers’ liability 
insurance, was over the 70 per cent, mark in 1953, and the chairman remarks that premium 
rates are under continuing investigation among companies and may call for further 
adjustment. 

The marine figures represent the total operation of the company’s two alliliates. 
The Marine of I.ondon, and the Standard Marine of I .\ /erpool. Oarreni year premiums 
were £4,439,485 (against £5,318,651). Profit and loss received a transfer of £500,000 
in respect of previous years, and the marine fund at the year-end was £6,232,233, or 
143 per cent, of the total premiums, compared with 125.3 per cent, in 1952 and 130.4 
per cent, in 1951. 

Life business is transacted through tlic company’s subsidiary, the Law Union and 
Rock Insurance Company. New business completed in 1953 was for £5,394,216 sums 
assured, compared with £4,657,464 in 1952 and £4,041,716 in 1951. Total life premiums 
were £1,295,694 (against £1,201,613); annuity considerations were £266,524 (against 
£ 3 1 3,097), and net interest brought in £547,547 (against £5 14,586). Mortality experience 
was again favourable, and, after pacing annuities of £72,743, the fund rose from 
£15,186,017 to £15,855,079. 


Our usual three-year trading analysis (excluding life business) follows : — 



1953 

1952 

1951 


L 


L 

Fire insurance surplus 

786,201 

1,016,300 

910,359 

Marine insurance surplus 

500,000 

515,000 

500,000 

Accident and general surplus . 

150,812 

—184,497 

—395,994 

Id.Ked term acci)unt .... 

4,048 

2,885 

3,021 


^4,447,061 

£1, 319,688 

^‘l,017,386 

Net interest earnings 

761,787 

684,091 

839.354 


2,208,848 

>C2,033,779 

/; 1,856,740 

One-lifth of quinquennial lile profits 

20,284 

20,284 

20,284 

Fees 

250 

222 

259 

Profit for the year .... 

^'2,229,382 

/,'2,054,285 

/,*!, 877,283 

Le.c't Hriiish income lax on profits . 

627,552 

491,762 

592,266 

l.ess proliis lax 

124,310 

242,815 

533,519 

Available for distribution 

/:i,477_,520 

^'1, 319,708 

^'751,498 

Disposal of the trading surplus during the past tlircc years is shown in the following 

summary : — 

1953 

1952 

1951 




L 

Staff pension fund .... 

160,000 

150,000 

125,000 

Stair Widows* fund 

15,000 

15,000 

15,000 

Transferred to reserve 

— 

— 

500,000 

Added te carrv-forward . 

637,209 

581,517 

—413,927 

Dividend 

665,311 

573,191 

525,425 

Dividend, less lax, per £1 stock 

65. 6 d. 

65 . 

5s. 6 J. 
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Consolidated assets totalled £59,6905250 (against £57,650,299 a year ago) of which 
£16,015,389 (against £15,335,981) relates to the Law Union and Rock life assets. The 
total assets of the London and Lancashire alone are shown in the statutory balance sheet 
at £27,108,472 (against £25,992,016). Paid-up capital is £3,639,310 and the con- 
solidated balance sheet shows a general reserve of £6,000,000 and an increased profit 
and loss balance of £4,506,102. There is also an item of £4,400,139 in respect of 
“ sundry creditors and reserves,” and a cash item of £6,985,211. 


Insurance Notes 

ENDusTRiAi. DURING 1953 thc combined life assurance funds of industrial 

AssuRANCB Hfc officcs increascd by over £92 million. This figure is contained 
PROCRESS ^ announcement by Mr. D. R. Woodgate, chairman of the 

Industrial Life Offices’ Association, and general manager of the Wesleyan and General 
Assurance Society. The statement relates to the operations in 1953 of 24 offices 
transacting over 99 per cent, of thc industrial life, or as now more familiarly termed 
‘‘ home service,” assurance business in this country. Including subsidiaries the total 
premium income in all branches was £262 million compared with £250 million for 1952. 
The combined life assurance funds amounted to £1,569 million compared with £1,476 
million. The total sums assured and bonuses in force in the life branches now exceed 
£4,700 million, of which £2,938 million relates to industrial business. The premium 
income in respect of industrial assurances was £141,904,643 compared with 
£136,460,071 in 1952. 

New industrial life policies issued last year totalled £276,699,117 sums assured, 
and recorded an increase of £10,987,095 on the previous year’s total. 


HEAVY ^ ™ largest fire in the United States since the disastrous General 

UNITED STATES Motors firc at Livonia occurred recently at the premises of the American 
FIRE LOSS Distillery Company at Pekin, Illinois. The fire was caused by lightning 
which struck a warehouse building containing some 20,000 barrels of whisky. Despite 
the prompt attendance of the Pekin Fire Brigade, the firc spread to other storage and 
bottling warehouses, and some 20 hours after the first alarm a violent explosion occurred. 
There were unfortunately fatal casualties and many injured. 

The insurances arc widely spread over American and British companies, and it is 
understood that Lloyd’s underwriters carry a very important share. First estimates 
of the loss were placed at $10 million (£3,600,000), but it is now considered that this 
figure may be exceeded. 
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••EMPRESS deficit of the Mersey Docks and Harbour Board in 

or CANADA ’• salving the burnt-out liner Empress of Canada was £327,000. 

SALVAGE Board’s total expenses incurred in uprighting and raising the 

vessel amount to approximately £466,000, and the total receipts, including the sale of 
the hulk, the propellers, and the quantity of scrap, will realise approximately £139j000. 

It will be recalled that as a result of a fire which broke out in the Empress of Canada 
whilst lying in the Gladstone Dock, Liverpool, early in 1953, the British marine 
insurance market made payment to the Canadian Pacific Company of more than 
£1,300,000 in respect of a claim for a constructive toial loss of the liner. This pa 3 rment 
was made well inside a week of the presentation of the claim, and within three weeks 
of the occurrence of the fire. By this payment the ownership of the liner passed to 
underwriters, who, of course, became entitled to atnounts realised by sale of the hull 
for scrap, subject to a prior claim for the cost of salvaging the liner from its capsized 
position in the dock. Since tltc cost of salvaging and removing the liner has proved 
in excess of its scrap value, underwriters will doubtless be called upon to meike a further 
payment to cover the excess. 

The Empress of Canada has been taken to Italy, where she will be broken up. 


INCOME TAX AND ^ qucstion of income tax on insurance branch managers’ and 
••OWN-CASE” agents' own policies has been the subject of correspondence in recent 
COMMISSION Qf Taxation. In the course of this correspondence a writer 

stated “We referred the matter to Somerset House . . . and the orlicial view is tliat 
there is no objection to the commission on branch managers’ and agents’ own policies 
being excluded from Schedule H assessments.” 


SERIOUS PROPERTY loss aroimd £180 million and heavy insurance claims 

u.s. will result from the serious hurricane which, carrying the code name 

HURRICANE « Catol,” swcpt across Long Island and the New England States at 

the end of August. Over 200,000 notifications of claim were presented in the first 
two weeks of September, and tJic number has since risen sharply. It is clear that tlie 
property damage is comparable to that caused by the September, 1938, hurricane, and 
it also seems probable that the property damage may exceed that caused by the November, 
1950, New England stonn. On the latter occasion the property loss and damage exceeded 
£100 million, of which one-half, or over £50 million was covered by insurance. The 
British insurance market was then called upon to pay some £17 million. 

One factor which may tend to reduce the insurance claims in comparison with 
those which had to be met as a result of the 1950 storm is that since that date a $50 
deductible has been introduced into the extended coverage granted by the companies 
in the States affected. On the other hand, there has been since 1950 an extensive 
construction of dw^ellings, particularly on Long Island, and a rise in building costs, 
both of which may make the average amount of claim, even after deduction of the $50 
greater than in 1950. 
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The British companies operating direct in the United States have extensive interests 
in the areas affected, and the catastrophe excess reinsurance market in I-ondon, especially 
at Lloyd’s, will no doubt again be heavily committed. 


BRITISH TExiLEs important new United Stales Fire Safety Act (the United 

AND u.s. FIRE Statcs Flammablc Fabrics Act) makes it unlawful as from July 1, 1954, 
SAFETY ACT iiianufacturc for sale, sell or offer for sale in commerce, or to import 
into the U.S.A. any article of wearing apparel, or fabric intended for wearing apparel, 
which is so highly flammable as to be dangerous when worn by individuals. The 
American Standard prescribes tliat specimens of fabrics concerned shall be tested in a 
special flajnmability tester. One of the American meters has been purchased and 
installed by the Manchester Chamber of Commerce and British exporters can have 
their fabrics tested there according to the requirements of United States Commercial 
Standard 191-53, at a charge for the complete test of £2. 12^. 6d. A noteworthy list 
of penalties awaits any firm offending against the new Act. Commenting upon tliis 
piece of U.S. legislation, The Fireman says : “ We now await a similar Act in tiiis 
country to augment the Fireguards Act.” 


•• BOMTHERN luidcrstood that the Shaw Savill liner Southern Cross^ 

CROSS*’ launched by the Queen at Harland and Wolff’s shipyard, Belfast, in 
INSURANCE August, is at present insured on the I.ondon market for a sum 
approaching £3h million, "fhe fact that the liner will carry no cargo apart from 
passengers’ baggage, increases the space available for the 1,200 passengers in one class 
that she will accommodate. There is also the fact that the engine room and funnel 
is placed at the stem. 


The recently issued Home Ofiice publication Criminal Sraiisticsy 
IN England and ITu/cj, 1953 (II.M. Stationery Oflice, Cmd. 9199, 

price 5s. 6d.), states there were 472,989 indictable offences knowTi to 
the police during 1953, being 7*9 per cent, fewxr than in the previous year, and 47 per cent, 
of them w'cre cleared up, compared with 47-5 per cert, in 1952. The number of persons 
found guilty of indictable offences during the year was 115,784, of whom 100,488 w ere 
males and 15,296 females, the total being 11-6 per cent, lower than that of 1952. There 
were decreases of 13 per cent, in the number of persons found guilty of larceny, 15 per 
cent, in tlie number found guilty of breaking and entering, 20 per cent, in the number 
found guilty of receiving, and 1 per cent, in tlie number found guilty of frauds and false 
pretences. 

Of the 73,033 persons found guilty of larceny in 1953, 20 per cent, were persons 
under age 14, 14 per cent, persons age 14 to 17, 10 per cent, persons 17 and under 21, 
20 per cent, persons 21 and under 30, and 36 per cent, persons aged 30 and over. 

Of tlae 18,633 persons found guilty of breaking and entering in 1953, 29 per cent, 
were persons imdcr age 14, 21 per cent, persons 14 and under 17, 15 per cent, persons 
17 and under 21, 22 per cent, persons 21 and under 30, and 13 per cent, persons aged 
30 and over. 
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I'he number of persons found guilty of non-indictable offences totalled 586,260, 
a decrease of 4-9 per cent, compared with the previous year. The number of traffic 
offences (dealt witli summarily) was 374,856 (against 393,075) and they represent 53-4 
per cent, of all types of offences. 

Returns received from coroners show that according to the verdicts recorded 4,658 
persons committed suicide in 1953, compared with 4,290 in 1952. I'he number of 
cases of attemptcil suicide which came to the knowledge of the police was 4,816 compared 
with 4,484 in 1952. The number of offences of murder of persons aged one year or 
over recorded as loiown to the police during 1953 if 131. • 


ALL SICKNESS sickiiess in conjunction with personal accident insurance is 

AND ACCIDENT uow bcing undcrwrittcn by the Guardian Assurance (^:)mpany, and 
INSURANCE ^ prospecuis is available for brokers and agents who arc interested 
in this class of business. Age limits at entry arc 18 to 50 years. Sickness benetirs 
will, in the case of policies remaining in force until that age, cease at 65, but accident 
cover may be continued until age 70, when it will be subject to revision. The policy 
covers accidents in all parts of the world, but the sickness benefits are limited to Europe, 
Canada and the United States of America. Extension of cover on special terms will be 
considered in respect of motor cycling, football and other recreations involving extra 
hazard. 


u.K. A CONVENTION on Social Security between the United Kingdom 

sociAL^c^'iTY Kingdom of the Nctherlantls was signed on August 1 1 at 

CONVENTION Tlic Haguc. The Convention deals with benefits for sickno:>s, 
unemployment, maternity, old age, widowhood, orphanhood and industrial accidenis 
and diseases. It will enable contributions paid under tiic national insurance schemes 
of both countries to be taken into account when a person claims aity of these bene.'iLii. 
It will iiiso enable people who are receiving pcjisions to continue to receive them if they 
go from one country to the other. The Convention will not come ijito operation until 
it h vi been ratified by both Governments. 


Insurance Appointments, etc. 

Allianch Assuranci: ("ompany. — Lr.-Col. k. \X'. Moore, D.S.O., M.(^, has resigned trom 
the Yorkshire and Derbyshire area b(wd. 


Legal r-NO General Assurance Society. — Admiral Sir William d'ennant, K.C.H., C.B.E., 
M.V.O. and Mr. A. 11. luisor have been appointed directors. Sir William 'I'emiant will continue 
to be chairman of the Society’s Midlands board. 
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G.A.T.T. at the Cross-Roads 

By D. J. Morgan 

London School of Fxonomics 

T II1{ Contracting Parties to the General Agreement on Tariffs and Trade (or 
G.A.'r.T.) arc about to meet in Geneva to review the operation and the provisions 
of the General Agreement in order to consider to what extent it is desirable to 
amend or supplement the Agreement so that it might take a more permanent form. 
On the eve of this conference it is well to recall the circoimstances in which the Cjcneral 
Agreement came into being, to comment on its working and to offer some conjectures 
about its future. 

G.A.'l'.T. owes its origin to the discussions that took place during the war years 
on the basis of an international economic system. This system was intended to cover 
foreign exchange policy, international investment and commercial policy. At Bretton 
Woods in 1944 the first tw'o of these fields w'crc covered by the creation of the twin 
institutions of the International Monetary Fund and the International Bank for 
Reconstruction and Development. The system they w^ere intended to create was to be 
a permanent one : thus there is no provision in the Articles of Agreement for the closure 
or revision of the I.M.F. These two institutions were to be joined by a third institution, 
the International Trade Organisation, wdiich wxmld be responsible for the commercial 
policy aspects of the system. It might well be thought that the I.M.F. and the I.T.O. 
should have been created together as they w’^ere essential complements of one another, 
the one dealing with the exchange side and the other with the trade side. It appears, 
however, that the prime movers on the monetary side, I.ord Keynes and Harry White, 
had given little thought to the main features of an I.T.O. Indeed, from Mr. Harrod’s 
Life of Keynes it would appear that Keynes was not sure wdiether tlie non-discriminatory 
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aspects of the I.M.F. should be carried over into the trade Held. Be that as it may, the 
draft charter of the proposed I.T.O. was not completed until March, 1948, by which 
time the optimism of 1044 had given way to the hard reality of tlic dollar shortage, 
intensified trade controls and the threat of communist expansion. It was doubly the 
victim of delay. On the one hand governments, concerned with pressing problems, 
felt it belonged to a remote future while on the other hand public opinion was divided 
betw’cen those who criticised it because it was wrong in principle and those who criticised 
it because its principles were buried under several layers of exceptions and escape clauses. 
The charter was not offered for ratification and must be regarded, in its 1948 form at 
least, as a “ dead letter.” 

However, whilst the l.'f.O. charter was being negotiated, the Preparatory 
("ommittce — which had been appointed by the Hconomic and Social Council to draft 
it— ha‘.>, in 1947, sponsored negotiations aimed at lowering tariffs and removing other 
barriers to trade between its own members. In order to ensure that the tariff concessions 
would not be nullified by subsequent action on the part of members an agreement was 
drawn up. 'Phis agreement, known as the (ieneral Agreement on 'Paritfs and Trade, 
incorporated all the important commercial pc^licy provisions ol' the draft charter of the 
abortive I.'P.O. 'Phus the (i.A.T/P. constitutes an international code lor commercial 
policy. It consists of three parts : (i) an acceptance of the unconditional most-favoured- 
nation clause as the basic principle of commercial policy, thus ensuring, subject to stated 
exceptions, that tariffs shall be non-discriminalory ; (ii) articles safeguarding tariff 
concessions ; and (lii) articles dealing with the territorial application and the administra- 
tion of the Agreement. So (i.A.'P.'P. is not basically different in eilb.cr principle or 
intent from an ordinary tariff agrocmcnl between two countries ; it is not an international 
organisation as is the I.M.F. even though on certain matters the members are authorised 
or requested to take concerted action. It has a small Secretariat ratlier than an 
F^xccutivc Hoard, and provides for periodic meetings of the parties to it — the (Contracting 
Parties — to consider any questions which involve joint aetjon and generally with a view 
to facilitating the operation of the Agreement. "Phese meetings have provieled a means 
for the discussion of trade policy and for the settlemcni of differences between govern- 
ments in the traelc field. Ci.A.T.'l'. has therefore in part compcnsatctl for the failure 
to establish I.T.O. and lo-day 34 countries belong while Japan participates fully as an 
associate member. 'Phe Participating (Countries arc together responsible for rather 
nmre than 80 per cent, of world trade. 

The working of (t.A.T.'P. since its inception might conveniently be reviewed under 
three heads. In the first place, three conferences have been held (Cicneva, Annecy 
and Torquay) to negotiate the reduction or binding of tariffs. Altogether tariffs have 
been reduced or bound on some 58,000 tariff items in the trade of me 34 member countries. 
Initially negotiated for a period of three years, these conccssioiis have been once 
prolonged for a further period of three years and more recently at the Eighth Session 
of the Contracting Parties in 1953 for a further period of 18 months, that is until July, 
1955. The continuance of quantitative restrictions on trade for balance of payments 
purposes has naturally severely restricted the application of these concessions which 
have been implemented in the meantime only by those countries, notably the United 
States and Canada, wl^o have no such restrictions. I'hese conferences have at one and 
the same time cased the difficiiltics of selling in dollar markets and permitted countries 
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in balance of payments difficulties to protect their balance of payments without threat 
of retaliation. Furthermore, the tariff arrangements have amounted to a tariff truce 
and so checked the recent tendency towards upward revision. It is possible to argue 
tJiat tliis latter is the major contribution of G.A.T.l'. since its inception. For once 
concessions have been incorporated in the agreement their withdrawal during the period 
of the agreement is not easy, involving as it docs the making of compensator^^ concessions 
to the party directly concerned and to those other parties who are substantially interested. 
It is true that much has been heard of the so-called “ escape clause ” which permits 
a country in certain circumstances, when domestic producers are seriously injured or^ 
threatened with serious injury, to withdraw the negotiated concession. Hut resort to 
this clause has in fact been quite rare. For instance, ihe United States, w^iich has granted 
some 2,000 concessions or bindings under the General Agrecmcin, has successfully 
invoked the escape clause in only three relatively minor cases. Naturally, the existence 
of such a clause and the frequent attempt lo use it sadly undermines the value of the 
Agreement as a wffiole for it suggests that if concessions lead to a satisfactory expansion 
of trade they arc liable to be withdrawn. It might wcW be the case, therefore, that 
although a tightening of this clause might make countries more cautious in making 
concessions there would be a greater benefit to exporters in knowing that they could 
have conlidence that whatever concessions were made w'ould be available throughout 
the period of the concession. 

In reviewang the working of G.A."r.7\ attention must next be given to its concern 
with quantitative reslrictions on imports. Whereas G.A.T.T. seeks to reduce tariffs, it 
contains a formal ban on the use of quotas for protective purposes. It is the only 
international instrument which contains a specific obligation on this point. Such 
restrictions arc permitted as exceptional measures during the period wiicn countries 
experience balance of payments problems. I’he decision on the adequacy or otherwise 
of a country’s monetary reserves is a responsibility of the I.Al.F’. and G.A.T.'F. as such 
has had liitlc lo do with the application of quotas or their elimination. Recently the 
(Contracting Parties have considered the administration of* these restrictions in order 
to prevent avoidable damage in their operation. I'his useful, tlioiigh undramatic, 
wwk, might profitably be extended. With the casing of the balance of payments 
position of countries there have been significant reductions of late in the quantitative 
restrictions on dollar and other imports and to that extent G.A.dM'. ceases to work 
on its escape clauses. 

Under the third and final head the w’^ork of G.A.'F.T. in the field of international 
conciliation must be treated, 'fhe Agreement itself contains provisions enabling any 
contracting party wiiich considers that any benelits accruing lo il under the Agreement 
are being nulliiied or impaired by the action of another contracting party, or if the 
attainment of the objeclives of the Agreement is being impeded, to bring the matter 
before the Contracting Parties if direct consultations have not succeeded. The parties 
are then heard and recommendations arc made. Such recommendations, though not 
backed by any pow'cr of enforcement, have generally been accepted. If not accepted 
it is possible for G.A.'P.'r. to relieve the complaining party of obligations under the 
Agreement and in this way to keep retaliation under some measure of international in- 
fluence. 
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This account of the working of G.A.T.T. will show that although G.A.T.T. has 
not yet become permanent and is in many ways sketchy, it is already applying powerful 
restraint on the policies of individual countries. A striking example of this may be 
found in the deliberations of the Eighth Session of the Contracting Parties last year. 
The undertaking not to increase margins of tariff preference— one of the central features 
of the Agreement— presented a dilemma for the United Kingdom Cfovcrnment because 
of its traditional policy of according free entry to most goods imported from the 
Commonwenlih. As a result, the United Kingdom has not been free to exercise the 
right which it enjoys under Ci.A/r.T., in common with other contracting parties, to 
raise unbound rates (^f duty, for to tlo so would incidentally establish new tariff preferences 
unless duties were at the same time imposed also on Commonwealth products. The 
United Kingdom (lovernmcnt took this problem lo the Eighth Session and asked for 
freedom to increase unbound rates of duty while continuing to grant free entry to imports 
from the Commonwealth, providing this did not result in any substantial benefit to the 
Commonwealth at the expense of other contracting parties. It was stated that the 
United Kingdom Ciovernment had no intention of embarking on a comprehensive or 
widespread upward revision of the protective tariff. It was explained that some adjust- 
ment of rates would facilitate the removal of quantitative restrictions on unbound items 
in which the ('ommonwealih had little, if any, interest. The waiver would, therefore, 
be almost wholly a technical departure from the “ no new imperial preference ” under- 
taking, In the light of the assuninces given by the United Kingdom Government, 
and subject to the safeguard of procedures for the examinalion ot* proposed changes 
in rates of duty, the Contracting Parties granted the waiver. The ]')roccdtircs, which 
form an integral part of the decision, require the United Kingdom Government to give 
advance notice of any proposed change in a rate of duty which will have the incidental 
effect of increasing a margin of preference and to consult with any contracting party 
which has a substantial interest in the trade concerned and which claims that the increase 
in the preference margin involves likelihooti of substantial diversion of trade to suppliers 
within the Commonwealth preferential area. In the event of a difference of opinion 
as to the likelihood of a diversion of' trade, the United Kingdom may seek arbitration 
by the Cfoniracting Parties. Tn granting this waiver the Contracting Parties deckned 
that in no circumstances should their decision be constated as 'impairing the principles 
of the Agreement wiiich forbid increases in margins of preference. As the Manchester 
Giumliaii commented at the lime (October 28, 1953), “ The rigid conditions of consulta- 
tion anil delay now^ imposed by the Geneva resolution arc probably due to the fear of 
a general change in British policy rather than objections to this particular device. The 
rough handling wiiich the British delegation had at Geneva may be unpleasant, but its 
effect should be wiiolesome.” No country gains more on balance than docs the United 
Kingdom from the relative stability of tariffs that has been brought about by the 
Agreement. 

Although the achievements of G.A.T.T. have thus been substantial, particularly 
when the economic climate of the period 1947-54 is borne in mind, it must be admitted 
that they have also been limited. It has been noted already that between 1948 and 
1951 as a result of the three tariff conferences much was done to lower or bind tariffs. 
Since the Torquay Coxiference there have been only a few^ isolated instances of decreases 
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and there is a distinct tendency towards the imposition of higher protective and fiscal 
duties in the unbound sectors of the tariff of the contracting parties and in the tariff 
legislation of other countries. This trend reflects in part the change-over from 
quantitative restrictions to taritfs. In part, however, it underlines the need for new 
methods of tariff reduction, for many governments have come to the conclusion that 
if tariff reduction is to continue to contribute towards the solution of current economic 
difficulties the techniques so far employed — which are based on strict reciprocity — will 
require modification. One of the main difficulties arises from the fact that some 
countries have relatively high tariffs and others relatively low tariffs. Following thJ 
throe tariff conferences countries with relatively low tariffs find it increasingly hard to 
lower their taritfs any further, while countries with relatively high taritfs are unwilling 
to accept the continued binding of low rates of duty as compensation for further 
reductions on their part. Thus the whole system of negotiation on a strictly reciprocal 
basis tends to become sterile and unproductive, and it becomes increasingly clear, 
particularly from the point of view of low tariff countries, that if a further reduction in 
tariffs is to be brought about, some new basis for negotiation will have to be found. 
I'lic main discussions between governments have been concentrated on the possibility 
of adopting some kind of automatic formula whereby countries would reduce t»ie duties 
in selected or specified parts of their tariffs. In 1951 a plan for the rcduciion of tariffs 
on a world wide basis by 30 per cent, was put forward by the iTcncIt Crovernmcni, 
and by 1953 this plan had been submitted to detailed technical study, so that it had 
reached a Ibrm in which it could be examined by governments in relation to its impact 
on their trade. Tii the course of discussions the scheme was modified (j) to permit 
of a proportionately smaller reduction of dutie.; where average duties were already very 
low, (/)) to provide for ceiling rates of duty for the four categories in which trade is 
divided The new proposal may be summarised in the words of the official Ci.A.T.T. 
statement thus ; “ In place of bilateral negotiations between countries on a product-by- 
product basis aimed at a strict balance of concessions, there would be an obligation on 
all participating govenunencs Vo reduce the protective incidence of their tariifs in 
accordance with a common standard. The concept of mutual advantage remains. 
The balance for any particular country, however, is measured not by setting off' specific 
concessions obtained against specific concessions granted, but by selling off the overall 
reductions made by it under the common standard against the overall reductions made 
by others under the same standard. Another feature of the plan is that it requires 
efforts proportionate to each country’s tariff level. And, finally, it provides an 
additional obligation to reduce individual rates of duty which exceed given levels.” 

The Governments of Belgium, Denmark, France, tiic Federal Republic of Germany 
and the Netherlands have indicated their support of this plan in principle, but, clearly, 
it cannot be brought into operation unless it is accepted by all the main trading countries 
on Europe and North America. In a word, the future of trade liberalisation depends 
on United States commercial policy. This is still not decided and cannot be decided 
until the next Congressional elections have been held. In the meantime it might be 
noted that there is a similarity between the G.^\.'r.T. proposal for tariff reduction and 
the recommendations of the Randall Commission which include, inter alia, a 5 per cent, 
reduction in the average level of tariffs for three years, which is one half of the reduction 
suggested in the G.A.T.T. proposal. Such reductions in the American tariff' are 
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recommended as part of the negotiation of multilateral trade agreements while unilateral 
reduction of the tariff is recommended in the case of products cither not imported into 
the United States or imported in negligible quantities. This latter provision condemns 
any remaining prohibitivcly-high tariff rates. 

It docs appear higlily doubtful whether a further change in the provisions of 
G.A.T.'r. mentioned earlier will be effected, namely the tightening of the escape clause. 
Here again American practice will be decisive and the Randall Commission has recom- 
mended the escape-clause and peril-point provisions in the existing American legislation 
should be retained. However, it has also recommended that the President be authorised 
to disregard 'ra.riff ('ommission findings and recommendations under these provisions 
whenever rec]uircd by the national interest. So it would be easier in future for a President 
to curtail the use of these clauses. 

A further important issue arises in respect of the use of quantitative restrictions 
on trade. Quotas are not outlawed by the (iencral Agreement but, with one exception, 
such restrictions must be applied on a non-discriininatory basis. That exception is 
found in Article XIV which begins : “ The contracting parties recognize that the 
aftermath ol the war has brought difficult problems of economic adjustment which do 
not permit the immediate full achievement of non-discriminatory administration of 
quantitative restrictions and therefore require the exceptional transitional period 
arrangements set forth in this paragraph.” When the C'ontracting Parties last reviewed 
the use made o!' discriminatory restrictions by governments at its Righth Session it was 
reported tliat twenty- two governments were exercising discrimination between sources 
of supply, 'I'hc general tendenew to intensify the restrictions had been first arrested 
and then reversed, and definite steps of relaxation had been taken by some countries 
whose balance of payments had improved. Some of the relaxations, for example, by 
the United Kingdom, Australia and a number of countries in Western Europe, related 
principally to imports from other soft-currency countries and to this extent the dis- 
criminalion against dollar goods was actually sharpened, but many countries also enjoyed 
an improvement in their dollar payments position and thereafter applied the adminis- 
trative control over imporis from the dollar area with less severity. Relatively few 
govcrnmeius, however, made any public announcement ol' a* change in dollar import 
policy. Tlie Contraciing Parties had to record at the same time that some countries 
dependent on the export of primary commodities did not share in the general improvement 
in the world payments position. It was noted that in 1953 Krazil, Ceylon, Cdiile, Finland, 
Pakistan and Sweden had either to maintain or to intensify their restrictions in order 
to adjust their expenditure to reduced exchange earnings. 

While it might be argued that the high level of world trade has been maintained 
because of the use of discriminatory restrictions, it is also true that these restrictions 
have incidentally afforded protection to domestic industries and thereby created vested 
interests which seek to retain the restrictions after their balance of payments purpose 
has become less pressing. Part of the upward revision of unbound rates of duty is a 
reflection of the protective effects of the discriminatory restrictions that are being 
abandoned. Even so it is becoming increasingly felt that discriminatory restrictions 
have a part to play in ..he longer-run and the earlier orthodoxy is increasingly criticised. 
The change of the weight of opinion might be explained in this way. Under the 


November y 1954 



G.A.T.T. AT THE CROSS-ROADS 


391 


Articles of Agreement of the I.M.F. the goal is the free convertibility of currencies on 
current account, this being the condition for a return to full multilateral trading with 
its attendant advantages for the international division of labour. Once convertibility 
was restored balance of payments deficits would be coped with by the use of the adequate 
monetary reserves held by countries supplemented by borrowing from the Fund. If 
the deficits turned out to be of longer duration exchange rates would be lowered in order 
to discourage importation and encourage exportation. Part of the change in opinion 
is due to the feeling that these methods of adjustment would be insufficient and Un- 
satisfactory. The case is well put by Mr. Ilarrod in '''he Bunker’i'^ A4ii^uic:ine (October* 
1954) : “ We have seen that what I have called ‘ the old medicine ’ (deflation, or simply 
allowing unemployment to develop), which appears to have been sufficiently ]')otent to 
adjust our external balance in the old days, is now utterly unacceptable. The hopes 
pinned to devaluation or freely floating rates appear to have been excessive. 'Phe 
creation of the International Monetary Fund has nol, as its founders hooped, provided 
a radical remedy, although it may well be of considerable service. It is hard to escape 
the conclusion that, so far as our wisdom has at present taken us, reliance will still have 
to be placed on import restriction as the cure of last resort for an external imbalance. 
This is particularly true of the period, of which we have unhappily not yet reached the 
end, in which the pattern of v'orld U*adc has not adapted itself to a post-war equilibrium 
. . . the fact that the great underlying problems of international equilibrium remain 
unsolved . . . entitle us to maintain the right to use discrimination, as and when required, 
despite American pressure in the opposite sense.” 

It is possible to agree with Mr. Harrod’s contention that Article XIV should be 
made part of a permanent (i.A.T.T. and favour, as he docs, the early restoration of 
convertibility. For what is wanted is an extra instrument for coping with balance of 
payments problems and one which has been consistent hitherto with an expanding 
volume of world trade. The argument is fully compatible with the Ikelton Woods 
system and on ihis score is certainly ahead ol' American insistence of special concessions 
for their price-support policy in agriculture. Nor does the acceptance of this argument 
require general acceptance of a commercial policy based on the use of powers of negotia- 
tion and of bilateral arrangements. What some would wish to be the exception, those 
who hold ihc latter view would wish to be the rule not merely in the period immediately 
after the restoration of convertibility but in the long-run. bor the United Kingdom 
this would be a highly dangerous expedient. Discrimination has been accepted hitherto 
as a transitional measure and has been free of counter-measures. If it were adopted 
as a long-nm policy others would not remain benevolently neutral. Furthermore, the 
United Kingdom can only hope to sell sufficient exports in competition with others if 
the level of world trade is high. Any form of conflict in commercial policy would 
adversely affect the level of world trade and to that extent worsen the United Kingdom’s 
chances of maximising its gains from trade. It might well be, of course, that in this 
respect the advanced industrial countries do not stand four square with the less developed 
countries. It was noted earlier that at a time when there was on balance a relaxation 
of discriminatory restrictions on the part of the more important trading countries several 
less developed countries found it necessary to increase restrictions. It may be argued 
that for countries relying on few export lines for which demand varies only slowly and 
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moderately with changes in price, exchange depreciation would be a poor tool for 
remedying balance of payments problems. For on the one hand it would require a 
lengthy period of time in which to work while on the other export prices would have to 
decline sharply and so adversely affect the terms of trade. Perhaps at Geneva something 
will be heard of this further argument for continuing permission for the use of dis- 
crimination. 

These, then, are likely to be ihe main issues. A number of less central but 
nevertheless significant items may be found on the agenda. For example, experience, 
particularly in FAirope, has shown that the puwisions relating to export subsidies arc 
weak and ineffective anti there may be an attempt to reformulate them more precisely. 
Circater attention might be given to the relationship between the l.M.F. and Ci.A.'r.'r. 
The United Kingdom’s special problem at Geneva is more likely to concern Japan 
than im])Liial preference. When the President of the Poard ol* Trade returned from 
(fcncva after the F.ighth Session he was pressed from both sides of the House of C'ommons 
to demand release from the “ no new imperial preference ” rule before G.A.l'.T. was 
accepted in permanent form. As mentioned earlier, no doubt part of this pressure arose 
from the “ rough treatment ” he received ac the Eighth Session, but most, probably, 
came from those on the Left who hankered after a policy of bilateralism and from those 
on the Right who still desire a more closely integrated Commonwealth bloc. 
Mr. 'I’horneycroft was able to recall that the United Kingdom had put this suggestion 
to Commonwealth countries at the Ommon wealth (Conference in January, 1953, and 
found that the ]’>roposal was not supported. Indeed, the communique issued after 
that (Conference had roundly declared that some of the Commonwcaltli countries “ felt 
that such an approach would not advance the agreed objective of restoring multilateral 
world trade.” It is perhaps not insignilicant that little was heard of this proposal at 
cither of the party conferences this year. 

But the problem ol' Japan is very much alive. At the Eighth Session the United 
Kingdom (jovernment was not prepared to accept Jafxin as a full member of (i.A.'r.'E. 
Japan was given associate inembersliip and thus could not claim full most-favoured-nation 
treatment from all contracting parties, ff'his reluctance to accept Japanese membership 
was supported from both sides of the House of (’ominous. It is natural that Lancashire 
should enjoy the further extension of its shelter in colonial markets from the competition 
of Japan. Unless, however, Japan can be excluded from Commonwealth markets for 
• a considerable time walhout serious economic disadvantage to us, it is doubtful whether 
the postponement last year wms w-^orihwhilc. At the Geneva conference Japan’s 
membership will again be raised. The United States fully si pports her application 
and is prepared to give concessions in her own tariff' in return for concessions given 
by other contracting parties to Japan. The United Kingdom would be within her legal 
rights under the Cycncral Agreement to exclude a new member from all or part of the 
benefits enjoyed by existing members. It is open to the United Kingdom and 
Commonw'ealth Governments to limit Japan’s most-favoured-nation rights as the price 
of her entry. But if this attitude is adopted it would certainly arouse the worst fears 
in the United States and elsewhere that we in fact accept G.A.l’.T. on the basis of limited 
liability. 
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Correspondence 

CONVERTIBILITY PROBLEMS. 

To THb EdUOK 01* THE BANKERS' MAGAZINE. 

S 1 R 5 — Your readers will have welcomed the interesting and informative article 
on (Convertibility Problems, contributed by Mr Harrod to the October issue of The 
Bankers^ Magciziiic. Perhaps you will be good cnoug"' to allow me space for some » 
comments. 

Mr. Ilarrod’s view (p. 307) is that “ the ‘ old medicine ’ (deflation, or simply allowing 
unemployment to develop) which appears to have been sufficiently potent to adjust our 
external balance in the old days, is now utterly unaccepi able.” And liis conclusion 
is that “ reliance will still have to be placed on import restriction as the cure of last 
resort for an external unbalance.” 

That import restriction must remain ‘‘ the cure ol‘ last resort ” cannot be denied. 
But Mr. Ilarrod apparently has no other remedy for an adverse balance. His view is that 
ceriain circumstances at the present time conduce to a situation favourable to con- 
vertibility, and that therefore “ we should be thinking in terms of an early restoration 
... It would be very disappointing if we had not achieved it at the end of another 
quinquennium.” 

In the present year favourable terms of trade have helped us to maintain a 
precarious balance, not without resort to import restrictions. Our import restrictions 
have recently been relaxed (at any rate, within the European Payments Union), but 
the effects of the relaxation have hardly as yet been fell. And the favourable terms of 
trade are not likely to last. As soon as American industrial activity revives, world 
prices of materials, such as wc import, will rise. Moreover, the prices of British 
manulactured exports paid for in recent months were for the most part quoted to 
cover the cost of materials purchased at prices higher than those of the contemporary 
imports. Tins disparity between the buying prices of imported materials and the 
selling prices of the exports containing them ceases when prices cease to fall. 

It w'ould be a mistake to take a favourable but transitory conjunction of circum- 
stances as an opportunity for committing sterling to convertibility. I he problem of 
convertibility, Mr. Harrod sa 3 ^s (p. 300), is one of developing in new^ circuimstanccs 
and with new objectives a system of managing our monetary affairs that shall be 
relatively stable, relieve us of recurrent crises, carry its own criteria of guiding day-to- 
day policy and be, so far as possible in the world of to-day, permanent.” Yet he has 
no “ relatively stable ” monetary system to recommend, 'liie resort to import restric- 
tions is a confession of failure. 

Mr. Harrod rejects a monetary system based on Bank rate as one of deflation and 
unemployment. But the monetary system w'e have is based on Bank rate. The creation 
of money is based on the creation of credit, and the creation of credit is regulated through 
the short-term rate of interest. The system is from time to time thrown out of gear by 
the borrowing of a Government which is not amenable to the authority of the central 
bank, or to the influence of Bank rate. But still it is the only system we have. 
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It is not to be discredited by calling it “ the old medicine.” A medicine cures a 
malady. A rudder may be called a “ medicine ” when the ship has gone off her course 
and it is bringing her back to it. But it is not a medicine when it is simply keeping 
the ship on her course, nor is Bank rate a medicine w’hen it is maintaining stable money. 
Deflation is resorted to when a monetary expansion in excess of what policy prescribes 
has been allowed to develop ; it is then a medicine called in to correct a disorder. 

Mr. Harrod is surely right when he looks for “ a system of managing our monetary 
affairs ” as the solution of the problem of convertibility. The “ recurrent crises ” 
from which it is to relieve us arc crises of the balance of payments. An adverse balance 
is a sign of excess spending and excess spending is to be corrected by a suitable restraint 
on the supply of money to the spenders. It is diat restraint which Bank rate cim supply 
without resort to vexatious controls. If the restraint is judiciously applied, and especially 
if it is promptly applied when needed, it prevents undesirable expansion without ever 
involving deflation and unemployment. 

'fhe restraint, to be cflective, requires the (mvernment itself to abstain from excess 
spending. If conditions at the present time are not sufficiently favourable to warrant 
immediate convertibility, that is because we arc still suffering from inflationary 
Government finance. 'The recent issue of a long-term security calculated to appeal to 
investors rather than to banks was a step in the right direction, though a very small one. 

Yours faithfully, 

29, Argyll RoiuL R. (b lIAWTRliY. 

London, ir.8, 

October 9, 1954. 

A rejoinder from Mr. Ilarrod to Professor Ilawtrey^s comments reached us too late 
atid trill he published in the December issue. — Ed. 


♦ 

Notes and Comments 

COMMONWEALTH Octobcr 5 a short meeting of senior- officials of Commonwealth 

TRADE countries opened at the Treasury in order to discuss the Commoiwcalth 
TALKS altitude towards the Ciencral Agreement on 'Eariffs and Trade, which 
will be reviewed by the (]oniracting Parties at the Conference due to open in Geneva 
on November 8. The talks vrere held in strict secrecy and no information as to their 
nature was divulged in tlie communique issued at their close. It is thought that the main 
issue debated w^as whether or not C Commonwealth countries should develop inter- 
Commonwealth trade at the risk of similar methods being used by others, including the 
United States, to build up alternative trading blocs. It would appear from the recent 
statements of Ministers and leaders of industrial and financial organisations in this 
country that the strengthening of multilateral trading and the gradual reduction of 
barriers to trade between the Contracting Parties has found increasing favour here. 
This is, presumably, the meaning of Mr. Butler’s cryptic remark that he wished “ to 
regut G.A.T. 1 ., not degut it.” It w^ould in that case not be surprising if Commonwealth 
countries try at Geneva to tighten the Agreement generally, in particular perhaps its 
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loose escape clauses. It is much less easy to see the likely attitude to the admission of 
Japan. If reports in Japanese newspapers since the Commonwealth talks closed are 
correct, it would appear that the Governments of the United Kingdom, Australia, New 
Zealand and South Africa will be prepared to accept the admission of Japan to full 
membership only on condition that they reserve the right to conclude separate bilateral 
agreements with Japan under which the application of the most-favoured-nation clause 
w^ould be limited. Presumably any such action would be taken under Article 35 of the 
General Agreement. It would be vehemently opposed by the United States which 
supports Japan’s admission. 


Most of the favourable trends which developed in the national 
”^R^ENUE ^ accounts for the June quarter persisted in the second quarter of the 
current financial year. Ordinary revenue for the six months to 
September 30, at £1,782 million, increased by about £69 million, thanks largely to the 
better receipts from customs, excise and stamp duties produced by the freedom of 
markets and increased industrial and commercial activity. Since revenue collections 
to the date of the return represented less than 40 per cent, of those anticipated for the 
whole year, the increase of £69 million makes a satisfactory comparison with the Budget 
estimate of a rise of £165 million for the complete twelve months. 

Ordinary expenditure makes an even better showing, a decline of some £9 million 
to £1,981 million for the six months contrasting with an expected rise of £249 million 
for the year as a whole. A reduction of over £5 million in the cost of servicing the 
national debt is a welcome feature of the figures, but total expenditure is so far below 
one-half of the estimate for the whole year as to suggest that payments by the defence 
or other departments have been delayed — ^in which case the greater part of the short- 
fall of spending will probably be overtaken before the end of March next. 

Net capital expenditure, segregated “ below the line,” was about £194 million, 
a drop of nearly £32 million as compared with payments in the same period of 1953-54. 
"I’liis decline was due entirely to a reduction of £38 million in loans to local authorities, 
which amounted to £128 million, compared with an estimate of £300 million for the 
full year to March, 1955. 

In sum, the figures show a reduction in the ordinary revenue deficit for the six 
months of £78 million to £199 million, and a fall in the overall deficit, including capital 
items, of £110 million to £393 million. As usual, however, the figures are no reliable 
guide to the outcome for the whole of the financial year. Speaking at the Conservative 
Party conference last month, the Chancellor of the Exchequer held out some hope of 
further economies in Government expenditure, but the longer-term outlook under 
this head is now clouded by the possibility of changes in British military commitments 
in Europe, involving additional costs to the Exchequer. 


The sterling area’s gold and dollar reserves continued to fall 

DECREASING ® ^ 

GOLD during September. They decreased by sl7 million reducing the 

RESERVES iQini to §2,901 million which is 75 per cent, of the last peak of §3,867 

niillion in June, 1951. 
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During September defence aid receipts from the United States amounted to $9 
million. SI 2 million were paid in gold or dollars to the European Paymehts Union in 
settlement of the August deficit and a further instalment ot S2 million was paid by the 
Government to Britain’s E.P.U. creditors as part of the repayment arrangements 
mentioned in the August issue of The Bankers^ Magazine on page 88. 

There has been a continuous decline in the United Kingdom’s gold reserves since 
July totalling SI 16 million and reducing the total from S 35 OI 7 million to 82,901 million. 
But this decrease is small when considering that Britain made special payments of $215 
million during the last three months ( S99 million to E.P.U. creditors in July, a repayment 
of SI 12 million to the International Monetary Eund and payments of S2 million each 
in August and September to creditors of the Union). The balances v/ith countries 
outside l^.P.U. began to fall in August when they decreased by S5 million and contiiUied 
to decline in September by S12 million. However, taking account of the normal 
seasonal pressures caused by large imports of dollar commodities such as cotton, wheat 
and tobacco, this decrease is very small indeed and indicates that the withdrawal of 
short-term funds by foreign holders cannot have been substantial. 

On the provisional figures for the month the United Kingdom had a surplus of 
£6 million with the iiuropean Payments Ihiion, which will fall to be settled in October, 
as to 50 per cent, in gold t>r dollars and us to 50 per cent, by reduction of Britain’s 
debt to E’.P.U. 'Phis surplus is due to the French Government’s payment of the 
annual instalment of /'8-6 million on its post-war debt to this country. Without it 
the balance with the O.E.E.C]. countries would have shown a deficit of £2 6 million 
rcllecfing mainly British and sterling area tourist expenditure on the C^ontinent. 


BUOYANT u K ^ aboul out ecoiiomic progress revealed by the 

PAYMENTS Ghancellor in his speech at last month’s Mansion House banquet 
suRPuus i.^q^^i.ring to our external balance. Mr. Butler announced 

that according to the White Pa]K'r we have earned a surplus on airrent account during 
the first half of this year of n(^ less than £154 million excluding £24 million of' defence 
aid. This conijrares with £123 million for the v/hole of 1953 and only £13 million of 
this amount were earned during the lirst half of that year.* (Excluding £55 million of 
Defence Aid.) 

As regards the internal position the Cdiancellor’s speech wtis characteristic for its 
cautious optimism. Mr. Butler said that “ we are certainly getting along quite well 
with strengthening our own internal position. When 1 last spoke here I said that wc 
were steering a course between the primrose path and the waste land. That was between 
inflation and deflation. This year the primroses are a little bit nearer. I do not propose 
that we should dally to pick many of them. There is not much waste land in view, 
but wc must be careful cultivators of our national estate.” 

Mr. C. V. Cobbold, Governor of the Bank of England, being in agreement wath 
the Chancellor remarked that, in his opinion, “ The economy is at the moment running 
at high speed, but still on a fairly even keel — ^with the barometer rather more towards 
inflation than towards deflation.” He warned that " Too much should not be expected 
of the bank rate, its usefulness in recent years should not lead anybody to suppose that 
it can work miracles by itself or that it could offset the effects of wrong policies in other 
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fields.” When speaking of convertibility Mr. Cobbold said that, to his mind, this is 
not an absolute question but a question of degree. “ I do not see a great wall, behind 
which sterling is inconvertible and in front of which it is convertible. Rather do I sec 
a long steeplechase course with fences to be jumped at intervals, some stilfcr than others, 
but with a lot of steady plodding in between. Mr. Butler has wisely stressed that 
freedom for sterling is not an end in itself. It is part of a much wider policy in the 
economic and the international fields.” 

The import of notes which are c: have been at any time legal 
STERLING^OTES Uttitcd Kingdoin has been prohibited ever since exchange 

control was set up, and more than once in these pages w e have main- 
tained that a relaxation of this prohibition w’as the kind of move towards convertibility 
that would be understood and appreciated by people on the Continent, 'fhe authorities 
have now^ taken a step tow^ards recognising that overseas holders of I'rcasury and Bank 
of England notes have rights. The step is belated because Germany has already opened 
her frontiers to DM notes held abroad ; it is timid because the only notes favourably 
affected are (1) those of denominations of £10 and upward and notes of the demunination 
of £5 dated prior to September 2, 1944 and (2) any notes up to a maximum of £30 in 
all for any one traveller for non-residents who are leaving the United Kingdom after a 
temporary visit. 

Group 1, provided they are received by post, can be credited to a sterling account 
appro]')riate to the sender’s country of residence. So can Group 2, but these can also be 
exchanged for travellers’ cheques and for foreign currency notes of the beneficiary’s 
country of residence. 

We do not propose to waste time repeating the inspired justifications of the official 
limitation that have been published. Wc welcome this forward step, hut deplore 
its circumscribed extent. 


'fiiE increase to £100 in the basic allowance for iravellers has 
allow^/Tnce the usual critical comment from all sides, generally to the 

effect that it is surely time now^ to do away wath the irksome restriction 
altogether. Wc have every sympathy wuth this view', but since it is premature to expect 
complete exchange freedom — at least, in so far as movements ol' capital are involved — 
w'e wonder how the problem of distinguishing between bona-fide travel expenses and 
drawings for other purposes can be distinguished administratively. Given no limits 
for travellers, how w'ould a local travel agenc}" (or a bank in the centre of the Citv) handle 
an application for say, fifty business men to visit Munich for a conference, each asking 
for, say, £500, except to grant it ? Yet it w'ould not be able to approve an application 
to invest £1,000 in a business concern abroad unless there existed a special case for w’hich 
the Control would give consent. 


It was announced last month that Mr. Graham Page, the member 
endorsements Crosby, is hoping to introduce a Bill in the next session of 
Parliament w^hich will amend section 77 of the Bills of Exchange Act 
so as to make endorsement of a cheque unnecessary' wEen the cheque is paid into the 
payee’s account. This news will doubtless have cheered the small band of enthusiasts 
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for endorsement reform, who have been discussing the matter off and on for the past 
twenty years or so. In the past live years the debate has been active, and the possibilities 
were explored in 1949 by an inter-bank committee. Their report was not published, 
but it is said that the committee favoured reform ; however the banks have not taken 
the initiative, and the ball is at Mr. Page’s feet. 

The discussion in recent years has turned on whether a new, non-transferable, 
instrument should be introduced, which would circulate at first side by side with the 
existing cheque and which might be expected cvcntuall}^ to supersede it, or whether 
instead the necessity for endorsement should be abolished, in whole or in part, by 
legislative action. It is significant that no one has suggested that it is desirable for the 
present system to continue ; nor does anyone, in these pages or elsewhere, seem to have 
disagreed with the argument advanced by a writer in The Bankers' Magazine in June, 
1949, that the endorsement on a chct]ue serves no practical purpose whatever. It was 
later argued here that the introduction of a new instrument would bring unnecessary 
complications in its tr:iin ; and while the purists will no doubt continue to argue that 
all cheque endorsements coiikl be dispensed with, the number of cheques which do in 
fact pass from hand to hand is so liny a proportion of the whole that Mr. Page’s com- 
promise measure is probably the best practicable reform. 

I'he attitude which the banks will adopt is believed to depend on whether there 
is any substantial evidence public demand for change. It seems certain that the 
large organisations of traders, from the P.H.l. outwards, will come in with their support, 
qualified only w'ith a question as to the effect of the new measure on cheques on which 
the endorsement serves also as a receipt. It wall be interesting to see how Mr. Page 
proposes to meet this dilliculty ; the banks themselves are not likely to make the point 
that there is no real justification tbr making them collect their customers’ receipts. 
In practice, recipients of cheques would probably continue to sign receipts on the back 
quite wallingly w hen asked to do so even if the compulsion, and the banks’ supervision 
of it, w’cre removed ; and. in any case if the absence of an endorsement becomes prima facie 
evidence of payment to the pa>ec’s account the absence of a receipt would not seem to 
be a very substantial objection to the new’ procedure. 

The hours spent in examination of endorsements, and the time WTisted in returning 
cheques for irregularities in those endorsements, make a formidable total ; but the 
convenience of the banks is not the main issue. 'I'hc private customer, v/ho is not 
unduly troubled by the need to endorse the occasional cheques he receives, is not likely 
to add his voice to that of the trade org.«inisatioiis ; but he too might join the chorus 
if he came to believe that his endorsements are in fact quite pointless and that, w’hile the 
endorsements on the cheques he issues are little or no protection to him, the absence of 
an endorsement may (if Mr. Page has any luck with his Bill) really mean something. 


Quite naturally the refusal of the Capital Issues Committee 
AND THE to sanction the Royal Bank of Scotland’s scheme to offer a small 

ROYAL. BANK ^jinount ol Capital to its staff has aroused fresh criticism of the 
Committee’s activities and I'resh demands that they should be brought to an end. The 
Royal Bank, having obtained permission to make a free issue of 1,700,000 of stock to 
its stockholders by capitalising reserves (see The Bankers" Magazine for September, 
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page 205 ; and October, page 316), has raised its issued capital to /|5,950,000. It was the 
directors’ intention to round off this sum to £6 million by oirering /^50,000 of stock to 
the staff’ of the group, which includes Glyn, Mills and Co. and Williams Deacon’s Bank, 
but the chairman announced at the recent meeting that 'J’reasury permission for the 
proposed cash issue had not been granted, and this part of the capital increase has had 
to be abandoned. 

Technically, the last word on what capital may and may not be issued rests with 
the ("hanccllor, but there is no doubt that the real decisions arc made by the CM.C., 
which advises the 1 rcasury. Many of the recent actions li' the Committee have created 
wonder in the City owing to their apparent inconsistency, and have created frustrations 
among company directors when capital proposals which have everything to recommend 
them are turned down. Although the Committee is composed of able and highly 
experienced members, the fact that it never gives reasons for refusing capital increases 
adds to the annoyance and criticism its decisions arouse. C.ertainly, its refusal of the 
Royal Bank proposals looks odd in the light of the Piime Minister’s subsequent state- 
ment at the (Conservative Parly conference that the (Tovernment welcomes schemes 
designed to give employees a linancial interest in the industries they serve. 


From time to time The Bankers^ Mai^azinc has the duly, pleasantly 
obligatory on the older generation, of welcoming newcomers. VC e 
can remember no better occasion for such a welcome than the a])pear- 
ance of the first number of The N.B.I. Rcvi€7t\ a quarterly issued by the National Bank 
of India. There arc too many publications to-day ; half of them tread on each other’s 
toes and many will therefore disappear or, if subsidies support them, be ignored. 
Nevertheless, in spite of all this itch to write, year after year may pass and leave some 
obvious gap uniillcd. It surprised us in pre-war days that none oi' what used to be 
called the Kastern Kxchange Banks thought it worth while to issue a perioelical to 
describe its activities and ihc changes and chances atfecting the area where it had its 
offices. Since 1945 this absence of a British case stated ” has alarmed us in view of the 
rapid growth of indigenous banks, with many of whom the first thought has been the 
production of a bulletin devoted, quite legitimately, to the statement of an indigenous 
point of view. As far as India and Pakistan arc concerned this unhappy situation should 
be changed as a result of The N.BJ. Reviav, a publicalion which, by covering Fast 
Africa, will also supplement good work being done elsewhere. 

'Phis lirst number is a good one. Every article and note has a reason for being 
there — a great editorial virtue — but we w^ould particularly praise the opening pages 
setting out the Review’s scope and purpose. If the N.B.I. will only live up to the aims 
it has proclaimed its journal will be of great value. The editor will probably be subjected 
to many blandishments, and see many tempting side roads with attractive labels. W’e 
hope he will prove adamant, for if he sticks to his last he will produce something that 
is really wanted. V^hat w^e in Britain need is considered opinions about the economic 
situation and outlook in the countries where the N.B.I. operates (not statistics and 
market reports — there arc plenty of these) and we venture to hope that at least one other 
British Bank operating in the East will be spurred into quarterly rivalry, so that from 
time to time we can get that clash of opinion that strikes out truth’s brightest sparks. 
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I'liE recent heavy crop of allotment letters arising from the 
^LETTERS ^ capitalisation of reserves focuses attention on the need for uniformity 
in the printing of these documents. There are several important 
dates to be noted for each issue, and most companies print them in a compact form on 
the first page, but there is no generally accepted position, prominence or style for this 
display. Also, the body of most allotment letters is a mass of closely printed instructions 
which compel the waste of much valuable time in the search for a small piece of infor- 
mation. How much better it would be if all paragraphs were given bold margin headings, 
and by agreement all standard information were to be set out in an agreed sequence. 

'riicrc should also be uniformity in requirements. For example, in a fully paid 
bonus issue there can be no need for the original allottee to take any action whatever 
for registration in his name, but not all allotment letters say so, and not all companies 
accept the fact. 

The risk of loss through failure to attend to a printed direction emphasises the 
importance of uniformity, so that those who have to handle these documents shall know' 
their way about with absolute confidence. This is a matter that might well be the 
subject of a direction by the Committee of the l.ondon Stock Exchange. 


NATIONAL. The United Kingdom’s improved internal and external economic 

^^NUAL situation was also reflected in the figures for National Savings for 

REPORT 1953-54 w hich have now been published in ihe Annual Report of the 
National Savings Committee. Whilst in 1952-53 dis-savings amounted to jC 33'8 million, 
in 1953-54 new savings exceeded repayments by £28-6 million which is the best ligure 
since 1949-50 w’hen net savings totalled £29 million. This improvement is to a great 
extent due to increased savings banks deposits. Aided by the stimulus of a revival in 
special investment departmcni business in the Trustee Savings Banks the latter showed 
an excess of new savings over repayments of f8*3 million (compared with net dis-savings 
of /,14-7 million in 1952-53). The excess of withdrawals over deposits of the Post 
Office Sa\ings Bank fell from million to £87 75 million. There was another 

satisfactory increase <4' 4,188 in the number of savings groups during the tw'clve months 
bringing the total to 179,908. 


ANOTHER 

DIVIDEND 

INCREASE 


The Midi. and Bank. T.imited announce that provided no un- 
foreseen circumstances occur to prevent it, the dividend this year 
will be 2 per cent, higher than last year’s. 


Overseas Notes and Comments 

THE BANKING SiNCE thc rcorganisatioii of the German “ big Three ” banks in 
iN^w^sTERN September, 1952, which reduced the number of successor banks of 
GERMANY* thc former Deutsche Bank, Dresdner Bank and Conmicrzbank to 
three each in the area of the Federal Republic, balance sheet figures of the large banks 

* See also the juticlc Ihe Orowth and Activity of thc West Oerman Successor Banks 
Hans- Joachim Panlcn, The Bankers' Magazine, August, 1954. 
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arc again available to the public. During the first years, only annual figures were 
available whilst since the summer of 1953 the successor banks of the “ big Three ” 
banks as well as three more large banks (Bayerische Hypotheken- und Wcchscl-Bank, 
Bayerische Vereinsbank and Berliner Bank A.G.) arc again publishing their balance 
sheet figures every two months so that it is now possible to keep fairly up-to-date with 
the development of banking during the course of the whole year. 

The figures of June 30, 1954 show some remarkable tendencies. The increasing 
balance sheet total of all nine successors of the big banks are shown in the following 
table : 


Date 

Total Balance Sheet Figures 

January 1, 1952 . 

DM 7,900 million 

December 31, 1952 . 

DM 9,500 million 

December 31, 1953 . 

DM11,600 million 

June 30, 1954 . . 

DM12,100 million 


As can be seen from this table the balance sheet total increased by only DM500 million 
from DM1 1,600 million in December 31, 1953 to DM12,100 million in June 30, 1954. 
'Fhe rapid expansion of the preceding years has therefore considerably slowed down 
during the first half of 1954. 

This trend stands out more clearly from the fact that the total deposits increased 
by only DM344 million compared with an increase of DM1,870 million during the whole 
of 1953. In addition, this increase is mainly due to constantly increasing savings 
deposits, whilst demand deposits decreased by DM37 million. Term money which 
amounted to considerable sums in 1953 due to relatively high interest rates, increased 
only fractionally. As a result of a further reduction of credit interest , part of this money 
has probably been diverted to the capital market. 

The effect of this was to retard the expansion of advances. In fact only loans have 
increased whilst advances against bills of exchange remained more or less stable. As a 
result of the continuing liquidity of the money market, the West German banks kept the 
bills of exchange discounted by them in their own portfolios, so that rediscounts by the 
Central Banking System continued to decline. For the same reason, only a small part 
of the bills of exchange resulting from acceptance credits of the banks were put into 
circulation. Due to the shortage of interest-bearing securities available to purchases in 
the money market, the banks increased their holdings of their own shares, 'fhis develop- 
ment arose from the advantages which are at present still applicable to a large part 
of fixed interest-bearing securities. However, the plansfor a tax reform which are 
at present considered by the Bundestag provide for an almost complete removal of 
these privileges. 

Stock Exchange quotations for the successor banks’ shares have recently risen 
considerably as dividends are not expected to be lower this year than the high one of 
Si per cent, declared in 1953. In addition, shareholders expect to receive rights to 
acquire newly issued shares as most banks have expressed their intention, to put their 
capital into a better relation to their considerably increased volume of business when the 
time is considered appropriate. New shares have already been issued by the successor 
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of the Commerzbank for the area of South Germany, the Commcrz- und Credit- 
Bank A.G. in Frankfurt, which recently increased its respeaivc capital by DM5 million 
to DM15 million. 

A detailed account of the development of the total balance sheet figures is given in 
the following table : 

BALANCH SHmiT rOTAl, 


(in DM million; 

1.1.52 

Nord(.lcu»s»^lit: Bank .... 

74« 

Kluiinsch -VC'LStf ahsL'lic Bank . 

1,549 

Sudilcutschc Bank .... 

l,4bl 

Dculh«.hc Bank Cirouj) 

1,758 

Hainlmr^ifr Kri.-Jith.irik . 

654 

Kht-in-Kulir Bank .... 

965 

Rhi'in-Main Bank .... 

601 

stltu r Bank < j roup 

2,521 

( loininc!/- und Disci'iiio-Banli 

407 

Bankvi-rtin \\ ostdciit-i.hIand . 

H.84 

(.]omiMCT/- und C icdit-Hank . 

260 

C’oTiimLrzbjnk (iroup 

1,581 

Total ... ... 

7,860 


31.12.52 

31.12.53 

30.6.54 

858 

1,027 

1,137 

1,848 

2,241 

2,107 

1,782 

2,162 

2,350 

4,488 

5,431 

5,794 

726 

863 

896 

1.188 

1,586 

1,340 

1,161 

1,404 

1,521 

5,075 

1,653 

3,757 

429 

5-42 

578 

1,140 

1,482 

1,468 

346 

493 

517 

1,915 

2,516 

2,581 

9,478 

1 1 ,600 

12,134 


EGYPT AFTER tcmis of the Anglo-Fgyptian f inancial Agreement of 

THE SUEZ July, 1947, Egypt went out of the sterling area and the long-standing 

TREATY connection between her currency and sterling was severed. It would 
be a useless crying over spilt milk to lament in detail the manner in which political and 
diplomatic errors on both sides have neutralised the will to co-operation which has 
always been evinced by the commercial interests in both countries in spite of the 
difficulties raised by the break in the currency link. Now at last, by tlie signature of 
the treaty dealing with the future of the Suez C^anal, it may be possible to expect a return 
to somctliing approaching confidence in mutual trade. I'he repair of the damaged 
lines will take time, however, and both parties must remember that there are still some 
unresolved problems. The biggest one is the status of British enterprises and British 
personnel in ligypt and the Sudan. If these interests arc fairly treated, we shall be 
nine- tenths of the way to cordial co-existcnce ; if they arc going to be harassed, then 
commercial relations arc bound to suffer. 

In spite of attempts to diversify production, Egypt is, and will long remain, over- 
whelmingly dependent on cotton. The 1953-54 season ended at the close of last 
August. Export sales were not unsatisfactory and the carry-over into the new season 
was 290,000 bales compared with 450,000 twelve months earlier. One cloud on the 
horizon exists, however, for the Sudan still holds large unsold stocks which may adversely 
aft'ect future sales. 

The United Kingdom is likely to continue to be the most suitable large buyer and 
it is worth while for Egypt to remember that unless her selling policy is realistic the 
results may be unfortunate for her. If she is short of current sterling, as she has been 
for the past two years and more, it is because of insufiicient cotton sales, and in the 
recent past trouble has come quite as much from a misjudgment of the market as from 
the fall in prices after the Korean boom. 
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The balance of payments situation has recovered from the mess it got into in 1952, 
when there was a deficit of £56-6 million. In all probability (thanks largely to Suez 
Canal dues) the present year will show a surplus. Egyptian exports to Britain are in 
process of recovery and our manufacturers are already seeing an increase in orders. 
But the pattern of British exports will be different. Textiles will be discouraged by 
C]airo ; the preference is for production goods. This tendency is w'orld-wide and a 
rex'olutionary government must be expected to be devoted to “ development 
Big schemes are on paper and some of them will be put into execution, thereby setting 
up an intensified demand for experts, public works an I constructional materials. As 
Britain has abundantly shown during the past eight years or so, she is still pre-eminent 
in the skills associated with this kind of enterprise but competition from other countries 
will be keen, a reminder that, other things being equal, it is harder to sell outside the 
sterling area than within it. 


SOUTH AFRICA WHILE Australia is prematurely tightening her import belt, the 
TmpoIi? Union of South Africa — anotlier volatile market — has felt free to give 
RESTRICTIONS a gtcatcr measure of freedom. I'he Union’s balance of payments 
show’ed a marked improvement during the first half of this year compared with the 
corresponding period of 1953. Foreign exchange resources increased by £13 million 
compared with a decline of £21 million : this was due not only to increased foreign 
investment but also to an improvement in the balance of trade which had taken place 
in spite of larger imports. Net capital formation in the Union during 1953 was of the 
order of £300 million, perhaps £80 million lower than in the boom period of 1951. 
The Senior Trade Commissioner recently stated that 1954 can also be expected to yield 
a surplus of receipts and, looking ahead, he predicted a two or threefold rise in the 
income from minerals. Gold holdings are still increasing and the ratio of gold reserves 
to public liabilities is now about 60 per cent., so the casing of import restrictions seems 
to be a safe move. The concession has not received much of a welcome from the 
importing interests, who regard the actual relaxations as inadequate, but it nevertheless 
looks as if United Kingdom sales in certain big lines (cars, for instance) will increase. 
During the first eight months of the present year our exports to the Union, at £109 
million, w'cre about equal to those in the same period of 1953. Apart from Australia 
(£187 million) it has been our biggest single market and must be carefully nursed, if 
only because the main protection our manufacturers enjoy is good-will built up on quality 
and service. 


Fkis year the surging roar of development in Canada has changed 
CANADIAN steadier hum ; it is cenainlv in marked contrast to the sounds 

PROGRESS 

of booming activity in the last decade, but it is undoubtedly a strong 
and unfaltering note. 

Progress in recent years has been quite remarkable. Since 1939 the population 
(including Newfoundland and Labrador since confederation in 1949) has increased by 
nearly four million to over 15,000,000 and phj^sical output has more than doubled. 
Fresh discoveries and new techniques have continually revealed turthcr evidence of the 
abounding natural resources of the vast country — oil and natural gas in Alberta, titanium 


28 a 



404 


OVERSEAS NOTES AND COMMENTS 


and iron ore in Northern Quebec and Labrador, to mention a few examples. In August 
this year work was started on the St. Lawrence power project, while construction of the 
sea-way proper is planned for 1955. During this time rapid industrial expansion has 
been taking place which has given the country a strength and resiliency that can come 
only from a broadly based economy. The period of most rapid expansion may well 
be over, but progress is assured. This year capital expenditure is estimated at S5,838 
million, even larger than last year’s figures, which were about 23 per cent, of the gross 
national product. 

This year, or more precisely to'wards the end of last year, expansion was interrupted. 
C'anada w'as feeling the effects of the recession in the United States. In the first five 
months of 1954 industrial production was nearly 5 per cent, below the average for the 
whole of last year and unemployment figures show^ed a sharp rise. Iron and steel 
and textiles have been the most seriously affected industries. More recently production 
generally has shown signs of recovery, though last year's record levels have not been 
regained. 

Some concern is being expressed in Canada at the size of the adverse trade balance. 
In'^1953 there was a visible delicit ol ><28 million — in sharp contrast to a surplus of 
8427 million in 1952. Although the value of exports declined a little, the main cause 
of the swing was the marked increase in the value and volume of imports. This change 
injthc trade balance was reflected in the balance of payments, wdiich dropped from a 
surplus of 8164 million in 1952 to a deficit of 8439 million last year. Striking though 
this change appears, ("anada is a developing country and a payments delicit is neither 
unusual nor docs it suggest anything inherently unhealthy. In fact, the entire deficit 
was more than covered by the inflow of capital, principally from the United States. 
'I’his year trade has been at rather lower levels and the visible deficit for the first live 
months has been reduced to 864 million, compared with SI 19 million in the same period 
last year. It is significant that the net inflow^ of foreign capital has continued at an in- 
creased rate. 

C'anada depends to a large extent on wwld trade and the authorities are under- 
standably anxious to expand exports. iVlany of the diificulties now being experienced 
by C^anadian exporters will disappear when convertibility sweeps aw’ay the artificial 
barriers between the dollar and sterling worlds. 


'fwo months ago a note in these pages commented on the Australian 
AUSTRALIAN trading and fiscal vear which closed at the end of June. 'I’hcre was 

IMPORT CUTS . ' , 

a budget surplus in spite of tax reductions, and the third highest wool 
cheque on record. New^spaper correspondents wrote in such a very cheerful vein that 
their readers might be forgiven for forgetting recent history. Almost alone The Bankers" 
Magazine thought it right to warn exporters of the volatility of this Australian market. 
Exactly a month later tlic C^ommonwealth Uovcrnmcni announced that import controls 
were to be tightened because there had been heavy over-buying of various kinds of goods. 
The effect of the new orders is that importers of unassembled motor cars, of carpets, 
sewing macliincs and several other types of merchandise have suddenly learnt that their 
quotas for the cuTcnt licensing year to 31 March, 1955, arc exhausted, while exporters 
are left high and dry with frustrated expectations. The Times" Canberra correspondent 
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described the new restrictions as mild but gave a warning that they might be the fore- 
runners of stricter control later. But it must be remembered that numerous categories 
of goods were already subject to curs imposed in 1952, so that every further cut, however 
“ mild,” will be an aggravation of an already existing difficulty. 

Whether we are in for another spell of drastic trouble like that of two and a half 
years ago will depend on how much Australia can earn during the export season now 
in its early phase. Above all, what will primary exports bring in ? They account for 
over 80 per cent, of all exports, and during the past trading year wool earnings amounted 
to nearly half Australia’s entire export income. In c^n article dealing with export 
prospects, the October number of the Quarterly Survey of the Australia and Nezu Zealand 
Bank states that the current wool clip should be somewhat larger tlian last year, so that 
unless there are material price declines wool should earn as much as in 1953-54. 
Given the good statistical position, Australia’s dominance as a supplier of fine wools 
should ensure a pretty good year. 'Hie United Kingdom, which last year took 
over 25 per cent, of last year’s exports, has shown no sign of holding off and, with the 
possible exception of Japan, other bin/ers look like maintaining their interest, llius 
there seems little in the wool situation to justify a resort to increased import restrictions. 

Wheat is next in importance, though it now accounts for a mere 7 per cent, 
ol total exports — say /^A60 million. Here the outlook is very uncertain, as is that of 
dairy produce. But it is unreasonable to cry ‘‘ Wolf” because everything is not booming 
ail the time. The prospects for meat and metals arc good and several of the smaller 
categories still have willing buyers. As long as the central bank’s gold and balances 
abroad figure is above £A400 million there appears to be enough in hand to make 
unnecessary this fresh bout of interference with normal trading, an interference of the 
most damaging type, and one cannot but wonder how much of the passion for slashing 
the import of manufactured goods draws its strength from a desire to protect high-cost 
seconeiary industries. 


THE COLOMBO 'Fhk rcport by the C'ouncil for Technical C"o-operation in South 
Soutii-East Asia for the twelve months to June SO, 1954, was 
1953 54 recently published by II. M. Stationeiy' Otfice and should be read by 
all who have business dealings with the region in question. 'The scheme for technical 
co-operation had its inception in 1950 when various members of the C'.ommon\vcallh 
came together and agreed on a general plan which took its name from the town of 
Cxilombo, where the C'ouncil held its first meeting. 'I'he co-operating countries agreed 
to supply technical assistance to a total value of about million, and within a short 
time they were joined by most of the non-Commonwealth states from Nepal to the 
Philippines. Originally the scheme was to operate until the middle of 1953 but it was 
latter decided to make it co-terminus in 1957 with the economic development programme 
of the Colombo Plan (a much more massive affair) without involving any additional 
financial contribution by any member country. Phe purpose of the scheme is to 
provide experts, training facilities and equipment, the negotiations for their provision 
being conducted bilaterally by the Governments immediately concerned. The scheme 
is only one of the sources of technical aid in the area and among the past year’s tasks 
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has been that of strengthening co-operation between the agencies and the avoidance of 
duplication and competition. 

The demand for experts has been heaviest in the field of medicine and health. 
Experts in engineering, food and agriculture, transport, and technical education follow 
close behind. Altogether 502 have been applied for and 263 provided. The United 
Kingdom has supplied 115, Australia 66, Canada 45, New Zealand 30 and India 7. 
An important development is the increasing demand for experts to take executive 
responsibilities in addition to offering technical advice. The strain on the limited supply 
has evidently been considerable and the Council has been driven to suggesting that 
member countries could perhaps make more use of firms of consultants and thus obtain, 
all at once, a range of experience and skill rarely found in any one person. 

'fhe equipment provided under the scheme is for use by the experts or for training 
and research purposes. As the scheme has progressed so have the applications for 
equipment increased. The most frequent requests are for laboratories and technical 
and agricultural schools, but the communications problem is illustrated by the demand 
for radio equipment for civil aviation in Indonesia, where rail and road arc insufficient 
to meet developing needs. 

Valuable as are equipment and visiting experts, the end-object is an indigenous 
bodv of men and women trained to improve their countries’ agriculture, government 
administration, schooling and health. So far, 1653 trainees have been put under 
tuition. Most of them are graduates with a background of experience which enables 
them to benefit from advanced courses. The United Kingdom has taken over 600, 
India 137, and so on. 'fhe value of the consequent “ mixing ” is great, for quite 
apart from anything else it is creating a kind of equality w^ithin a common service to 
mankind. As and when their courses are completed these trainees will go back to their 
own countries, or perhaps even to other comitries within the Plan, to increase agricultural 
production, to promote new occupations, to carry out irrigation and power works 
together with improved methods of transport and communications, 'fhese activities 
lie at the heart of the econionic development envisaged by the Ciolombo Plan, 'fhey 
are costing, and will cost, immense sums compared widi which the amount expended 
on the technical co-operation scheme will be a mere drop in the bucket. But the 
modest outlay on the (iouncifs work is no measure of the impact, for technical co-opera- 
tion is applied at strategic points and the expert often proves a catalyst of an entire project. 

Since tlie annual report appeared, Japan has become a member country, and this 
is all to the good, 'fhcrc arc also suggestions of surplus commodities’ assistance from 
the U.S.A. Such aid is unlikely to be welcomed at a time when American diplomacy 
is being regarded wadi a hostile eye by so much of South Asia and it is to be hoped that 
the pro}iosal will he shelved or modified. 


The British West Indies stretch in a 2,000 mile arc through 
DEvi^^PMENT ^^'Tcntccn degrees of latitude, from Elorida to Venezuela. If the 
mainland colony of Guiana in included with them the southern boundary 
lies against Brazil almost on the equator, 'fhe population of the West Indies is made 
up of several races and mixtures of races but the balance betw^een the various groups 
difiers markedly from island to island. Thus distance, climate and human relationships 
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all conspire to prevent the creation of the wide base of common interest needed to support 
either a formal federation or a unified economic policy imposed from Whitehall. The 
alternative has been a compromise between separate consideration of individual colonies 
and the application of a general policy (with modifications) whenever possible. In 
pursuance of this latter aim, a body called the Development and Welfare Organisation 
in the West Indies was set up fourteen years ago. Its task is fourfold : (a) to help the 
British Caribbean governments in the preparation of schemes for assistance under the 
Colonial Development and Welfare Acts ; (b) to provide those governments with expert 
technical advice ; (r) to foster mutual consultation for regional development through 
meetings of the Caribbean Commission ; (d) to prepare periodic reports on economic 
and social progress. 

The latest report, covering 1953, has just been published (H.M.S.O. Colonial 
No. 310, 4.V. fit/.). In the 13 years to March 31, 1953, grants under the Acts mentioned 
above totalled nearly £2S million — not a bad record for a Britain that has had to struggle 
through a terrible war and an overloaded subsequent peacetime. I'he absence of a 
central governing authority has made the utilisation of this aid more difficult and less 
fruitful than it might have been but considerable progress had nevertheless taken place, 
'rhe immediate short-term aim is to reduce the cost of living, which is anything from 
2 \ — 3^ times as high as it was in 1939 and presses heavily on the great mass of agricultural 
workers, 'rhere has been over-concentration on export crops and a consequent neglect 
of home grown supplies : that has meant excessive imports of food to the detriment of 
more valuable merchandise. 

But whatever is done, sugar will remain the most important product of most of the 
islands. The West Indies have a protected quota of 900,000 tons under the Common- 
wealth Agreement which will this year be paid for at the rate of £41 a ton. This is a 
slight drop from the price for the substantially smaller 1953 quota but it compares well 
when seen against the £11. 5>\ of 1940 and the £30, 10>\ given ten years later. As the 
estimated production for 1954 is little more than 1 million tons, little of the Indies’ sugar 
will have to face the chill air of the open market. 

Other important export products are rice (Ciuiana), oils and fats, mineral oil 
(Trinidad), bauxite (Jamaica), and bananas. Some of these give rise to considerable 
industrial activity. 'Frinidad has nearly 400 industrial undertakings and Jamaica 700 
factories. Imports of machinery already exceed £10 million per annum and the 1952 
Lincoln Steel Mission expected a rate of industrial progress during the next decade 
comparable to that which took place in Argentine and Brazil between 1930 and 1940. 
Much will depend on communications. This means air lines and regular shipping 
services. The report now under review shows civil aviation has gone little further than 
good intentions, but the outlook for shipping has been improved by the decision a 
month ago to revive an inter-island service as from next January. This will facilitate 
the task of our exporters, for it should reduce the delays and expense consequent on 
transhipment. During the present year British sales have been running at an annual 
rate of £48 million (including Guiana and Honduras) and cover a very wide range of 
goods. Sources of information in I.ondon are numerous and well-developed, and the 
system of guaranteed prices for sugar and other products is an insurance against the risk 
that the bottom will fall out of the market. 
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Investment by the Nationalised Industries 

By S. Please 

A re the nationalised industries investing too much ? The gas and electricity 
industries’ recent requests to Parliament for increased borrowing powers 
amounting in total to £900 million has provided further ammunition to support 
charges of extravagant, wasteful and uncontrolled capital expenditure by the public 
corporations and counter-charges that the nationalised industries, unlike private industry, 
arc making the necessary forcsighted efforts to increase the nation’s productivity. A 
statistical analysis cannot prove or disprove either charge without introducing political 
and other non-objective considerations. On the other hand without quantitative 
information no attempt to defend or reject either charge is worth the paper it is written 
on or the breath with which it is uttered. Hence this brief survey. 

The following table brings together the important national aggregates for this 
purpose. 
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63,764 
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6,406 
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The initial comparison of national investment to gross national product shows 
that we used over the course of the five years sometliing like one-sixth of our resources 
to replace and extend the capital stock of the economy. But this includes those resources 
employed in producing stocks of goods and work in progress as well as those which 
produced so-called social capital of which housing construction is the dominant item. 
Neither of these tw'o items of investment directly increases the technical efficiency of 
industry upon wliich economic progress and increased competitiveness of our industries 
in world markets (devaluation or deflation apart) depend. It is by constructing more 
and better works, vehicles and equipment for our basic industries, our manufacturing 
industries and ou^ distributing industries that this can be achieved. For this reason 
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columns (iii) and (iv) are included to show domestic investment after excluding firstly 
the volatile item represented by changes in stocks and secondly housing and other 
social capital formation which has accounted for approximately a third of all fixed 
investment. 

We are left in column (iv), then, with expenditure on the replacement and extension of 
our industrial capital stock. It is impossible to separate replacement from extension of 
capital due to the notorious difficulty of computing a reasonably accurate figure of 
depreciation in a period of changing prices. Together these two items absorbed a tenth 
of our resources from 1949 onwards. To this industrial investment the nationalised 
industries have contributed approximately one-quarter, a proportion which remained 
fairly steady until 1953 when it rose to 29 per cent. These estimates are made after 
excluding what threatens to become the shuttle-cock of iron and steel from the public 
sector. 

Given the total amount of industrial investment — i.e., assuming the level of national 
public and private savings and of house building as unalterable — is this too much, too 
little or just about the right amount to be devoting to the expansion and maintenance 
of the industries providing our basic services of fuel, power and transport ? Tlie 
question is one of the relative share of these industries in the total investment account, 
not the absolute level of investment in their capital stock. In particular we must 
consider whether this investment is too large or loo small compared with that in manu- 
lacturing industry, for the provision of basic services to industry should keep in step 
with industry’s ability to use them clfectivcly. Just as a horse’s productive eftbrt is 
largely wasted without a cart to pull or in pulling a broken-down one and likewise a 
jet engine is useless in an obsolete air-frame, so the increased efficiency or supply of our 
basic services will be wasted if they are used in conjunction with out-of-date machinery 
or if the supply of this machinery, etc., is inadequate for taking up the supply of basic 
services forthcoming when they arc being supplied at minimum average costs. And 
vkc versa, investment in manufacturing industry will be wasted if it is not sert'ed by an 
adequate supply of efficient basic services. Have our national investment accounts in 
fact been out of step in this regard ? 

No objective criterion can be established which will enable us to answer ‘ yes ’ or 
‘ no ’ to this question. But we can attempt to set up an approximate yardstick, deviations 
from which must be justified by specific circumstances or explicit political and social 
considerations. 

Investment is, of course, undertaken in order to produce an output of goods and 
services so that we can start our search for a yardstick by relating the monetary value of 
investment in fixed capita! assets by the public corporations to the monetary value of 
their net output. Net output means in this context the factor cost value of their sales 
minus the value of materials, semi-finished goods and services bought from private 
firms which must, of course, be counted as part of the output of the private sector not 
of the public sector. This relationship for four post-war years is shown in the following 
table. 
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A similar comparison can also be made for manufacturing industry the outcome 
of which is presented in this next table. 
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whilst public 

corporations have invested 

an amount 

representing about 


29 per cent, of the value of their output, manufacturing industry has only invested some- 
thing like 1 1 per cent, of the value of its output. But this difference reffects in part, at 
least, the obvious fact that the production of electricity, gas and transport and to a lesser 
extent coal (the four industries which dominate the economic activities of the public 
corporations) requires considerably more equipment per pound value of output than 
most manufacturing production. The best guide for assessing this difference is to take 
the comparative rates of development in other countries. Ideally an average of the 
differences found in several other countries would be desirable. Unfortunately the only 
country which provides sufficient information to enable this calculation to be made is 
the United States. In a way this is an admirable comparison for in that country most of 
the basic services in which we are interested arc provided by private enterprisers who will, 
we can assume, be guided in their investment policy by the normal commercial con- 
siderations. In any case, so many economic studies in this and other countries and by 
bodies such as O.E.H.C. take the United States as their standard, that this is in itself 
almost sulheient justification for its use here. 

The analysis reveals that in the U.S.A. whilst gross capital formation in mining, 
transport and utilities has amounted in recent years to 39 per cent, of their net output, 
in manufacturing the proportion has been 15 per cent. Both these figures, of course. 
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reflect the oft-mentioned fact that industrial investment in the States is significantly 
higher than in this country. Nevertheless, by a most remarkable coincidence, the ratio 
of gross investment to net output in manufacturing has been 38 per cent, of that for 
basic industries in both countries. The international comparison is, of course, crude 
and there is certainly nothing other than coincidence in the absolute identity of the 
proportions in both countries. However, to argue that we are investing too much 
in our basic nationalised industries necessitates arguing cither that America is doing 
likewise or that there are particular factors operative either here or in the States which 
make a lower level of investment in these industries dc^'rable in this country. These 
factors would have to be sought in such things as ditfercnces in the type and quality 
of natural resources and differences in the outcome of historical development including 
particularly war and post-war history. Alternatively it necessitates arguing cither that 
the public corporations are so efficient that they require less capital equipment to 
produce their output than they would if run under private ownership or alternatively 
that in U.S.A. basic industries arc in general run less cfticicntly than manufacturing 
industries. 

It would, quite obviously, require a very detailed and comprehensive study to 
analyse all the relevant factors and to attribute each of them with its due weight. Al- 
though no such enquiry seems to have been undertaken, bodies such as the O.E.E.C". 
have repeatedly emphasised the need for heavier investment in the basic industries of 
European countries including the United Kingdom. If anything, therefore, a considera- 
tion of tlie relevant factors seems to have suggested to these bodies that a higher relative 
emphasis on investment in these industries in this country compared with the United 
States is desirable. 'Ehis need has arisen aside from questions of whether the industries 
are predominantly in private or public ownership. 

It does seem, then, in the absence of convincing specific arguments to the contrary, 
that w^e have not permitted too large a slice of our investible resources to be devoted to 
the basic industries in general. 

Liverpool University. S. PLEASE. 


A Century of Banking in the East 

T he centenary of the C^^hartered Bank of India, Australia and China has been 
marked by the issue of its history* which will for many years remain a book of 
reference to serious students of banking. I'he author was faced with the problem 
that always besets the path of specialist historians — how far to diverge from the main 
theme to inform the contemporary environment of his subject. Should the principal 
chapters in the growth and expansion of the Chartered Bank be told as a chronological 
history, or should an account be given of the economic changes into which the history 
of the bank could be fitted ? Whilst the latter would make an interesting study for the 
economist, it would need more than some 300 pages — and would need specialist treat- 
ment. Moreover, since the bank operated in such diverse fields as India, the Philippines, 

* Realms of Silver : One Hundred Years of Bankini^ in the ISasT , hy Sir Compton Mackenzu'. 
(Routledgc & Kcgan Paul, 1954. Pp. xiv f 338. 25i'.). 
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Siam, China, Burma, Japan and Singapore — ^and other places — there would be no end 
to the material that would need to be collected. In the final result, one fears that the 
history of the Chartered Bank would become a history of many eastern countries. 

Even as it is, the book is so full of detail as to make it difficult to decide where its 
chief interest lies. Each reader, one feels, will have his own preferences. Some may 
like the glimpses of engaging, and frequently historically important, personalities whom 
the author describes, beginning with the founder of The Economist, James Wilson, 
who was one of the first to influence the establishment of the Chartered Bank. Others 
may like to follow the fonunes of individual branches, for example, the vicissitudes of 
the Hongkong branch during the opium frauds. There is interest, too, in the bank’s 
note issues — how sometimes they were taken but reluctantly, whilst at other times the 
demand for the paper became an embarrassment. Yet through bad times and good, 
the Chartered emerges as a tower of strength in, sometimes, shaky economies. One 
can but admire the way in which these grand old banks upheld to the full the British 
reputation for hon^'sty and stability. 

Practising bankers will find many a lesson in such histories. The Chartered hid 
to select Its agents and branch managers w'ith the utmost care. In 100 years of banking 
it occasionally made a wrong choice, but on such few occasions that one can only 
marvel at the method of selection. It is clear that charaacr and ability in its local 
managers contributed largely to success. All banks to-day have travelling inspectors of 
branches. Over long distances — especially wiien communications were primitive — 
the inspectors of the (Chartered journeyed from branch to branch so as to report back 
to London on the clficiency or otherwise of the branch and its officers, performing the 
dual function of audit and inspection for the benefit of the general management, and by 
advising them of local conditions to make life easier for misunderstood local officials. 
Such inspectors, if sympathetic as w'cll as critical personalities, can do much to make a 
bank great. 

The problem of providing suitable premises in undeveloped countries caused many 
anxieties to local managers and agents. Probably none of these surpassed the exaspera- 
tions of the Oosby Hall episode. Surmounting the legal difficulties of a restrictive 
Charter, the bank in 1907 purchased the site of Crosby Hall and the annexed Chambers, 
only to find itself upbraided for proposing to use the site for new" premises. Eventually 
the historic building was preserved by re-erecting it in (ffielsea where it stands to this day. 

'Phe book contains an interesting story of the Indian currency controversy, in which 
J. H. Gwyther took a leading part. Formerly an enthusiast for the gold standard, 
Gwyiher subsequently espoused the cause of bimetallism, to which Gladstone was 
opposed. The student will follow this phase of Indian currency history with interest, 
especially the setting up of the system of Council drafts, and Reverse Councils. 

'Phe typesetting of the book is particularly attractive, and the production, illustrations 
etc., first class. The author has striven to get the utmost interest into the story and has 
succeeded in presenting a lively account of the bank which holds the interest. There 
arc occasional irrelevances ; for example, in discussing an instance of competition 
between the Chartered and the Mercantile, he adds : “ One may evoke in fancy with 
a pensive smile the atmosphere at dinner parties sometimes on tropic evenings in Java 
long ago Yet the broad effect is of a proud story, fascinatingly told. 
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Currency, Banking and Finance in Libya 

U NTIL the present century, Libya was for many hundreds of years under the 
suzerainty of Turkey. Little attempt was made by the Turks to do more 
than control the coastal towns. Italy occupied 'fripolitania in 1912 and later 
exercised domination over Cyrenaica. The Italians made some attempt to extend tlicir 
administration of the two territories to the inland areas, particularly in order to augment 
receipts from taxation. With the expulsion of the Italia ^s and Ciermans early in 1943 
during World War II, the coastal provinces of Tripolirania and Cyrenaica were occupied 
by the United Kingdom and the inland province of b'ezzan by France. The occupying 
powers retained absolute control over their respective territories until September, 1949, 
when the United Kingdom transferred responsibility for matters of local concern in 
Cyrenaica to the Amir, assisted by a Council of Ministers, while France took a somewhat 
similar step in tlie Fezzan. Officials, however, remained in order to guide and advise in 
the local administration. A Tripolitanian Government w'as established by the United 
Kingdom early in 1951 on somewhat similar lines to that existing in Cyrenaica, and a 
provisional Libyan Federal Government was formed in March, 1951. The United 
Kingdom of Libya formally came into existence on December 24, 1951 under the 
sovereignty of ILxM. King Idris 1. Nearly three years have passed since the emergence 
of Libya as a sovereign independent state, during which time there has been a greater 
measure of control being vested in the hands of the inhabitants. At the end of 1951 
a temporary Financial Agreement was concluded with the United Kingdom regarding 
100 per cent, cover in sterling for the initial issue of Libyan currency, and at the same time 
the United Kingdom undertook to make certain financial contributions in respect of 
budgetary deficits. The latter provisions were extended in 1953 when a Treaty of Friend- 
ship and Alliance was signed containing military and financial clauses. Provision 
was made for the yearly payment by the United Kingdom of /J3:l million for five years 
from April 1, 1953, with a review of the position to be made at the end of the period, 
'fhese annual sums are used for development purposes such as tlie provision of public 
services and assistance to agriculture, as well as to provide contributions to a fund to 
be used in such contingencies as flood, famine or drought. Libya has also a Treaty of 
Friendship signed in September this year with the United States. Under this treaty 
the United States Government acquires the use of certain air bases and in return makes 
an annual payment of S2 million, togctJicr with certain other assistance in kind including 
arms for the Libyan army. In all, American financial assistance amounts to about 
$5 million a year at the present time. It will be seen, therefore, that this young kingdom 
leans quite heavily on external aid which, together with disbursements of the British 
and American troops, enables the country to embark on development and enjoy a higher 
standard of living. Nevertheless the country remains a poor one, but, now^ that it is 
unified, the way is paved for some small measure of economic advancement. 

Libya occupies an area of over 1 J million square kilometres (nearly 680,000 square 
miles), but of this large area the bulk is desert where the only signs of life and cultivation 
occur at oases, 'fhe population numbers about 1,112,000 (practically all Moslems), 
of w'hom over nine- tenths are to be found in tlie 'Fripolitanian coastal plain, the Jebcl 
and the Cyrenaican plateau. 'fhese areas very roughly consist of two coastal strips, 
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with Tripoli and Benghazi as centres, separated by desert and semi-desert for many 
miles of the intervening coast. Agriculture forms the backbone of the economy and 
it is likely to remain predominant for a very long time. For neither the natural nor 
the economic conditions favour the growth of industry. There is a paucity of industrial 
raw materials, the population is sparse and possesses a low standard of living. Hence, 
a very small home market exists for industrial products. Accordingly, apart from 
public utilities and a few engineering, timber and building concerns in Tripolitania and 
("yrenaica, industry in the western sense is virtually non-existent and its establishment 
cannot be envisaged at the present time. There arc certain handicrafts practised and 
fishing is important, but agriculture forms the livelihood of at least four-fifths of the 
population. 

Native agricultural production is primitive. The area devoted to static agriculture 
is relatively small and farming is mainly carried on under a shifting system of cultivation. 
Cereals constitute the most important crop. Owing to its hardiness, barley is best 
suited to the climate and it forms an important article of diet for the Arabs, as well as 
being a major item in the export trade. In good years production of barley may reach 
nearly 200,000 metric tons, but output may fall to 20,000 metric tons in bad years. Wheat 
is cultivated on a fair scale ; the harvest may likewise, however, vary between 6,000 
and 25,000 metric tons. These figures illustrate the fact that, owing to climatic reasons, 
severe fluctuations can occur from year to year in the volume of agricultural output, 
except in places where complete reliance is placed on irrigation. Olives normally rank 
after barley in \aluc, almonds thrive, dates are grown in the oases, while the Italians 
during their occupation introduced citrus trees and grapes, lobacco is grown in small 
quantities and groundnuts have been increasing in importance as a cash crop. Esparto 
grass, wltich grows wild and is used in the manufacture of high-grade paper, is also an 
important export. The chief single source of income, however, is derived from animal 
husbandry, which is, generally speaking, more adapted to the conditions obtaining in 
most parts of the country than agriculture. For large areas of steppe and semi-desert 
can provide forage but cannot be cultivated even under a shifting system of agriculture. 
Flocks of sheep and goats number about 800,000 and 700,000 respectively. Other animals 
maintained arc camels, donkeys and cattle. A few horses, mules and pigs arc also kept. 
Sheep arc bred for w^ool, meat and milk. 'Fhc flocks of goats also provide meat and milk, 
but their hair and skin also yield a source of cash income as well as being used by the 
people for clolliing. 

The position of Libya’s economy may be described as rudimentary and under- 
developed. Nature, however, has not been bountiful to Libya and scope for development 
is limited. Production is primitive, and there is a low productivity per head of population. 
Even tliough Libya is essentially an agricultural country, it can hardly afford an adequate 
diet for its inhabitants even in years when the climatic conditions are fairly favourable. 
In bad seasons relief measures are necessary. Economic development must be con- 
centrated on improvements in agriculture, for little can be done to establish industries, 
with emphasis on the expansion of cereal production. For the bulk of the population 
is illiterate and unskilled ; the country possesses neither raw materials and minerals 
nor sources of power and energy. 

'Fhe degree of poverty and the depressed standard of living act in a vicious circle. 
It can only be broken by outside financial and technical assistance. Although this is 
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forthcoming on a relatively generous scale, Libya’s resources remain scanty. It is ex- 
tremely difficult to obtain figures of national income, but one estimate in 1950 placed 
it at about £15 million. Although this figure is a very tentative one, it does give an 
indication that the national income of Libya is only about one-lhousandth part of that 
of the United Kingdom. Income per head in the United Kingdom is possibly of the order 
of thirty times that of the average I.ibyan. This fact has repercussions on budgetary 
finance and overseas trade. Taxation receipts (mostly accruing from indirect imposts) 
are less than £6 per head. I.ittle scope is thereby afforded for cither the Provincial or 
Federal Governments to foster economic development ol" of their own resources. Low 
production is refleaed in a relatively small turnover of overseas trade. Imports totalled 
£13-2 million in 1953 and exports amounted to £ 3-5 million. An unfavourable balance 
of trade is a normal feature and its persistence is only made possible by foreign assistance 
from the United Kingdom and the United States, supplemented by exchange being 
earned from the garrisoning of overseas troops. 

The development of monetary and credit conditions in any country is mainly 
dependent upon the degree of advancement in all spheres of economic activity. From 
this short review of Libyan economy, it will be appreciated that the country is in a low 
stage of development. Accordingly, tltcrc is little scope for a comprehensive banking 
system. The country possesses virtually no capital and domestic savings are slender. 
There is at the present time neither a central bank nor any indigenous commercial 
banks. It is believed, howwer, that the possibility of establishing a National Bank 
and an Agricultural Bank is being examined. It may be said that the country is on a 
money or cash basis rather than on a credit basis demanding a highly developed and 
ramified banking system. The country possesses a sound currency based on sterling, 
which is now managed by the Libyan Currency Commission. 

Tliis Commission, w'hich is of recent origin, conforms to the general principles 
relating to Currency Boards. With the integration of the country in the political sphere, 
it w^as considered desirable to have a uniform currency. During the Italian occupation 
metropolitan lire currency circulated in all three provinces. When the country was 
occupied by the Allies, however, the three provinces had separate currencies. In 
('yrcnaica, tlie British authorities introduced Egyptian currency, while in 'Fripoliiania 
tlie British Military Authority Pound was first issued and notes based on this unit 
circulated with Italian lire currency. Later notes of a new currency, the British Military 
Authority Lira (M.A.L.), were issued and replaced the B.M.A. £'^ and Italian lire 
(apart from small denominations of five lire and less) which w-cre exchanged at 480 
M.A.L. to the pound and Italian lire at par. In the Fezzan the F'rench administration 
introduced the Algerian franc. One of the immediate tasks of the new^ Federal State 
of Libya was the unification of the currency, and to accomplish this the Libyan (Currency 
Commission was established with effect from February, 1952. It is a body corporate 
consisting of a chairman and seven other members appointed by the Libyan Govern- 
ment, two Libyan nationals, two Bank of England nominees, one person nominated 
by the National Bank of Egypt, one by the Bank of France and one by the Bank of 
Italy. While the legal seat of the Commission is in Libya, it may hold meetings outside 
that country and docs in fact sit also in I-ondon. It has a CAirrency Officer in Libya to 
supervise currency operations there, while Barclays Bank D.C.O. operates as its 
C.urrency Agents in Tripoli and Benghazi. The national currency based on the Libyan 
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pound, which is subdivided into 100 piastres and 1,000 milliemes, was introduced on 
March 24, 1952, and replaced the currencies previously circulating in the three terri- 
tories. The exchange operation was formally completed by June 24, 1952 and the notes 
exchanged for the new currency were as follows : — 

M.A.L. . . . 1,216,247,049 

£E , , , 1,113,794 

Alg. fcs. . . 141,377,493 

'fhese old notes were handed over to the Government of the United Kingdom, which 
secured reimbursement from the Governments of Hgypt and of France for their 
respective issues. New notes and coin were exchanged for ihc old issues at the rates 
of exchange of one Libyan pound 480 M.A.L. , 97.1 Egyptian piastres and 980 Algerian 
francs. Thus, old notes aggregating about jCL5-8 million w^erc exchanged, but not all 
this amount of new currency was issued, for certain holders of lire old issues exercised 
the right ol' obtaining sterling rather than Libyan currency. The first oflicial circulation 
statement showee^ that new currency issued, after these adjustments were made, amounted 
to £1/3,520,915. ddie bulk of this issue was in the form of notes which consists of 
seven denominations, namely, £L10, £L5, £IT, £L.\, £L.J, 10 piastres and 5 piastres. 
In addition, there is a relatively small issue of coins of 1 and 2 piastres and 1, 2 and 5 
milliemes. Each currency note issued by the C^ommission is legal tender and the coins 
are legal tender up to a value of one pound. 

The United Kingdom Government, in return for the redeemed currency of all the 
three earlier issues, transferred to the C'ommission an equivalent amount of sterling 
which provided lUO per cent, sterling cover for the new issue. Of the sterling counter- 
part to the currency issued, a proportion is retained in the form of cash and the 
remainder is invested mostly in British Government stock and, to a less degree, in British 
Government 'freasury Bills, which arc of three months’ usance and hence can be allowed 
to run off and thereby replenish the (^.onimission’s cash reserves should there be a 
persistent demand for sterling in exchange for Libyan currency. The income accruing 
from the Commission’s steiling investments defrays the cost of printing the notes, 
minting the coin, freight charges and other expenses. Under Article 6 (h) of the Libyan 
Currency Law “ the Commission may decide to retain in- cash, or invest in the securities 
of, or guaranteed by, other Goveriunents, having previously secured the consent of the 
competent authorities of the Ciovernments concerned. At no time may holdings of assets 
in currencies other than sterling exceed twenty-live per cent, of the total reserve.” For 
all practical purposes, however, the Commission has hitherto maintained its reserve in 
sterling, 'fhe currency can be increased by the issue of notes and coin in Idbya against 
prepayment in sterling in London, wliile its reduction is effected by making sterling 
available against the deposit of Libyan pounds. The Board is empowered to charge a 
commission not exceeding one per cent, on such transactions. The rate hitherto charged 
has remained at j per cent, (^.hanges in the volume of currency in circulation are 
dependent on the country’s sterling position and ultimately on its balance of payments. 
The actual circulation has expanded from about £13.1 million at the time of the conver- 
sion operation to a current figure of some £1.4,375,000. In spite of Libya’s excess of 
imports over exports which would be deflationary in incidence causing a demand for 
sterling and other currencies and a decrease in local currency, the increase in circulation 
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is due to economic expansion arising from development which has been made possible 
by sterling and dollar grants. 

The position of the currency system is, therefore, that it is on a sterling exchange 
standard. Just how long this system will obtain is a matter of conjecture, for now that 
Libya is a sovereign state it will no doubt aspire to having a national bank which will be 
responsible for the note issue and also exercise some control over the banking system. 
At the present time, however, the demand for banking facilities in Libya is small, pro- 
vision for which is adequate. Outside Tripoli and Benghazi practically all business is 
transacted for cash. There are branches of certain overseas banks operating in the 
main towns as follows : — 

Tripolirania 

Tripoli Barclays D.C.O. 

British Bank of the Middle East 
American Express Company 
Banco di Napoli 
Banco di Roma 
Banco di Sicilia 

Credit Foncier d’Algerie et de Tunisie 

Misurata Barclays D.CIO. 

Cyrenaica 

Benghazi Barclays D.C.O. 

Arab Bank 

Derna Barclays D.C.O, 

Fezzan 

Sebha Credit Foncier d’Algeric et de Tunisie 

The main function of the banks in l.ibya is to finance agriculture and foreign trade. 
Currency and credit is made available to exporters in advance of the receipts of foreign 
exchange, and importers are assisted to carry stocks pending their sale for local 
currency. In the main this business is for transactions that are self-liquidating within 
a short period of time. Unfortunately, there are no official banking statistics available 
for the whole of Libya at present. Figures arc, however, available for 1 ripolitania. 
Deposits amounted to £L5*4 million at the end of June, 1954, and of this total 
£1,4-8 million were sight deposits. The comparable figure for total deposits as at 
the corresponding date a year earlier was £1,4-3 million. It is thought that bank deposits 
throughout Libya would be in the region of £L7 million only. The branches of these 
overseas banks maintain adequate cash reserves and make remittances to their respective 
Head Offices of cash deemed superfluous to their normal requirements. The cost of 
making these remittances must be weighed against the interest earned on such balances 
transferred. Cash and foreign balances maintained naturally vary somewhat but are 
well in excess of 50 per cent, of total deposits. In Tripolirania advances aggregated 
£Ll-6 million at June 30, last, compared with £Ll-4 million a year before. Bank 
deposits and advances are rising slightly, due to the economic development of the country. 
The control of credit is ultimately in the hands of the Head Offices of the operating 
banks, but it will be seen that bank advances in aggregate are not large. The possibility 
of changes in the price level being effected through the expansion or contraction of bank 
credit is strictly limited. Control by a central bank is not a pressing problem. 
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Some Legal Aspects of the Finance Act, 1954 

Part II 

By C. B. Drover 

INCOME TAX AND PROFITS TAX (continued) 

Section 19. 'rbis section implements another recommendation of the Report of the 
Millard 'J’uckcr Committee on the Taxation of Trading Profits (Cmd. 8189 — para. 303), 
namely, that insurance companies and investment holding companies should be per- 
mitted to carry forward to subsequent years any amounts whereby their management 
expenses exceed their income in a year of assessment. The law on this point was 
contained in Section 425 of the Income 'Fax Act, 1952 and the section provided in effect 
that the companies concerned could claim repayment of tax on an amount equal to the 
sums paid out as management expenses. The present section now amends Section 425 
so as to provide that as from the year of assessment 1954-55, excess management 
expenses may now be carried forward and set off against the income of the subsequent 
year or years. 

Section 20. This section carries out a farther recommendation of the Millard Tucker 
Committee (para. 83 {h) ) and gives statutory force to what was previously an Inland 
Revenue concession whereby capital allowances could be set against general income, 
when claims in respect of losses were made under Section 341 of the Income Tax Act, 
1952. The difficulty arose out of the fact that as the Committee pointed out “ capital 
allowances arc not expenses in arriving at profits but a deduction from profits when 
ascertained.” Accordingly where a Section 341 claim (i.c., to adjust a liability to tax in 
any year of assessment by setting it oft* against an actual loss in that year) was made, it 
was not legally possible to use the capital allowances to increase or create a loss, though 
concessionally, the Inland Revenue used to allow this to be done. 

Sex:tion 21. 7'his section carries out yet one more recommendation of the Millard 
I'uckcr Committee (para. 278), namely, that if there is a loss on the demolition of an 
asset (i.e., if the demolition costs exceed the proceeds of sale of the scrap), the loss 
shall be brought into account in calculating any balancing allowance or charge in respect 
of that asset. The present section now provides that where a building or structure, 
or any plant or machinery, or any asset representing expenditure in connection with 
the wwking of a mine, oil-wull, etc., or any asset representing scientific research 
expenditure, is demolished, the net cost of the demolition may be added to the balance, 
still unallowed as a tax deduction, of the expenditure incurred on or represented by the 
asset. The net cost means the cost of demolition less the scrap proceeds, and the effect 
of the addition will be to reduce a balancing charge or increase a balancing allowance, 
as the case might be. This new arrangement conunences with the year of assessment 
1954-55. In view of the new arrangement, it will no longer be possible to treat the net 
cost of demolition as part of the cost of a new asset replacing the one demolished, but 
where an obsolescence allowance is applicable under Section 296 (2) of the Income Tax 
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Act, 1952, in respect of machinery or plant provided before April 6, 1946, the cost of 
demolition will be treated both as an amount expended in replacing the machinery or 
plant, and as part of the cost of the machinery or plant replaced. 

Section 22. This section gives effect to even a further recommendation of the Millard 
Tucker Committee (para. 267), namely that a cemetery should be entitled to deduct 
when computing its profits, the cost of any land comprising grave-spaces sold during the 
year. The effect of Edinburgh Southern Cemetery Co. v. Kinmont [(1889) 2 T.C. 516] 
is thus nullified. The section also makes provision for the deduction of what is called * 
the “ appropriate fraction ” of the residue of capital expenditure on certain buildings and 
structures and on land taken up by them and on certain other land. 'I'he “ appropriate 
fraction ” is that represented by the number of grave-spaces in the cemetery sold in 
the period in question, divided by that number added to the number of grave-spaces 
which at the end of the period are or could be made available in the cemetery for sale. 

Section 23. This section amends the Fourteenth Schedule to the Income 'fax Act, 
1952, which deals with the effect of sales, where either the buyer is a body of persons 
over whom the seller has control, or the seller is a body of persons over whom the buyer 
has control, or both the seller and the buyer are bodies of persons and some other person 
has control over both of them. The schedule also applies in the case of any sales where 
it appears that the sole or main benefit that might have expected to accrue was the 
obtaining of a capital allowance or deduction under Parts X or XI of the Act. Under 
para. 4 of the Schedule if a sale has been effected at a price other than the true market 
price, it is deemed for capital allowance purposes to have been effected at such market 
price, but the parties may make an election that instead of the true market price, the 
price shall be deemed to be the residue of unallowed capital expenditure incurred in 
providing the asset now sold. In that event, the buyer would have to bear any balancing 
charge subsequently assessed in respect of the asset. I'he present section now therefore 
provides that there is to be no right of election where the buyer is non-resident, since not 
being subject to U.K. income tax, it would not be possible to levy a balancing charge on 
him. The section further provides that the right of election shall also be available 
where a sale docs take place at the true market price, thus nullifying the effect of 
I.R. Comms. v. Wilson^ s {Dunblane) Ltd. ((1954) 1 All H.R. 301]. 

Section 24. This section provides that certain consular officials and employees in 
the United Kingdom of any foreign state to which the section has been extended by Order 
in Council, shall be exempt from income tax under Cases IV or V of Schedule D provided 
the official or employee concerned : — 

{a) is not a citizen of the United Kingdom and colonics ; and 
{b) is not engaged in any trade, profession, etc., in the United Kingdom, save that of 
consular official or emplc)ycc ; and 

(r) cither is a permanent employee of that state or was not ordinarily resident in 
the United Kingdom immediately before he became a consular officer or em- 
ployee in the United Kingdom of that state. 

Such officials and employees arc, moreover, to be treated as not resident in the United 
Kingdom for the purposes of Sections 120 and 190 of the Income Tax Act, 1952 (which 
exempt certain dividends, etc., of non-residents from tax). 
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Section 25. I'his section exempts from tax the salaries of foreign employees of the 
International Wheat Council for so long as the seat of the Council remains in London. 

Section 26. rhis section simplifies the procedure of Schedules A and B assessments. 

Section 27. 'rhis section provides relief in respect of the first assessments for trades, 
professions or vocations carried on in the Isles of Scilly and not elsewhere in the United 
Kingdom. It will be recollected that it was by Section 29 of the Finance Act, 1953, 
that the inhabitants of the Scilly Isles were first made subject to income tax, and the 
section provided that assessments should be made as if the islands had been subject to 
tax in earlier years. The present section now provides, in effect, that if, in respect of 
the year 1954-5, it is proved that the actual profits of a trade, profession or vocation for 
that year arc less than those by reference to which the tax falls to be charged in respect 
of it for that year, then relief may be claimed in respect of both income tax and surtax 
in respect of the difference between the actual profits or gains of that year and the profits 
or gains in respect of which the assessments were made. 

ESTATE DUTY 

Section 28. 'Fhis section and the three succeeding sections are designed to mitigate 
the rigours of Section 55 of the Finance Act, 1940 in respect of deaths on or after July 
30, 1954, while preserving the safeguards of that section. It will be recollected that 
Section 55 provides in principle that if a person dies bolding a controlling interest in a 
company, his shares or debentures are to be valued on an “ assets basis.” That is to 
say the company’s assets are to be valued, and the value of the shares or debentures 
is to be ascertained by reference to the actual value of the assets after deduction for 
liabilities, thus ascertaining^ the asset value of each share or debenture. It is at this value 
that the deceased’s shareholding is to be calculated for the purpose of assessing liability 
to estate duty. Imndamentally this provision is designed to prevent people from evading 
estate duty by transferring all their assets to a company formed for the purpose, but the 
net was cast so widely that the section has caused a good deal of hardship in the past, 
and has often made it extremely difficult for family businesses to carry on. The present 
series of sections is meant to assist the family business, and the relief is provided, not by 
abolishing the principle of assets valuation, but by reducing the rate of duty by 45 per 
cent, on such of the assets as consist of industrial hereditaments or machinery or plant 
used in and occupied for the purposes of a business. 

Section 28 (1) provides for this reduction of duty in the case of a business or interest 
in a business passing on a death. Sub-scction (2) provides that where any shares in 
or debentures of a company fall to be valued on an assets basis, the duty is to be reduced 
by 45 per cent, on the “ relevant proportion of the net value ” of the shares or 
debentures. If the company is engaged in husbandry or forestry, a reduction of 45 per 
cent, is applied in respect of such proportion of the net value of the shares or debentures 
as is attributable to the “ agricultural value ” of agricultural property. The “ relevant 
proportion of the net value ” of the shares or debentures refers to such part of that 
value as is attributable to the value of any of the following : — 
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{a) industrial hereditaments, machinery and plant ; 

{h) shares in or debentures of a subsidiary company, in so far as their value is 
attributable 

(i) to the value of industrial hereditaments, machinery or plant 3 or 

(ii) to the value of any interest a subsidiary company has as lessor in property 
let to the company by the subsidiary and consisting of industrial heredita- 
ments or machinery or plant ; 

(c) any interest the company has as lessor in any property let by the company 
to its subsidiary company and consisting of industrial hereditaments or 
machinery or plant. 

Sub-section (5) applies {h) and (c) above where a company’s business is treated as passing 
on a death by virtue of Section 46 of the Finance Act, 1940. It will be recollected that, 
broadly speaking. Section 46 provides that where the deceased has made a transfer of 
property to a company controlled or deemed to be controlled by not more than five 
persons, and any benefit has accrued from the company to the deceased within the five 
years prior to his death, a “ proportion ” of the company’s assets is deemed to pass on 
his death. The “ proportion ” is ascertained by comparing the aggregate amount of 
the benefits accruing to the deceased within the last five accounting years, with the 
total net income of the company for the same period. 

Section 29. This section amends Section 55 of the Finance Act, 1940, so as to restrict 
its provisions where the deceased did not have voting control of the company. In other 
words, the control which the deceased must have had at some time during the five 
years ending with his death, must be “ the control of powers of voting on all questions 
or on any particular question, allecting the company as a whole which if exercised 
would have yielded a majority of the votes capable of being exercised thereon ; or if 
he could have obtained such control by an exercise at that time of a power exercisable 
by him or with his consent.” (Sect. 55 (3) F.A. 1940). I'he present Section 29 makes 
further provision in the case of a company where either : — 

(i?) “ immediately after the deceased’s daith, a person having control or ‘ powers 
equivalent to control ’ of the company, cither alone or in conjunction with 
his relatives, has a beneficial interest in the shares or debentures concerned ; or 

(d) “ immediately before and after the death the shares or debentures are held by 
the trustees of some trust who then have control of the company by virtue of 
shares in or debentures of the company held by them as such trustees.” 

If, however, the shares or debentures concerned fall to be valued on the death by virtue 
of a gift m/tT Z 7 zm made by the deceased, or by virtue of a disposition or determination 
of an interest limited to cease on the death, the above conditions do not apply. The 
condition then is “ that immediately after the death, or at any previous time since the 
gift or since the disposition or determination, as the case may be, the donee or person 
becoming entitled by virtue of or upon the disposition or determination has or had 
control or powers equivalent to control of the company, cither alone or in conjunction 
w ith his relatives.” 

In Section 31 of the Finance Act, 1954, a person is deemed to have powers 
equivalent to control “ if he either has the capacity, or could by an exercise 
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of a power exercisable by him or with his consent obtain the capacity, to exercise or to 
control the exercise of any of the following powers, that is to say, the powers of a board 
of directors or of a governing director of the company, power to nominate a majority 
of directors or a governing director thereof, pow'er to veto the appointment of a director 
thereof, and powers of a like nature.” 

Where one of the above three conditions is satisfied. Section 55 will apply in the 
following cases : — 

(a) If during a continuous period of two years falling wholly within the five years 
ending with his death, the deceased had powers equivalent to control of the 
company. 

{b) If during such period, more than one-half of the dividends declared by the 
company and the interest accruing due on debentures of the company is to 
be treated as a benefit of the deceased under Sections 47 and 48 of the Finance 
Act, 1940, or w^ould be so treated if the deceased had made a transfer of 
property to the company. 

(c) If at any time during the five years ending with the death of the deceased (not 
being a time when some other person had control or powers equivalent to con- 
trol of the company), the deceased had a beneficial interest in possession in 
shares in and/or debentures of the company, totalling one-half or more of the 
shares and debentures then outstanding. 

Section 30. This section provides that where any shares or debentures falling to be 
valued within Section 55 of the Finance Act, 1940, are sold within three years after the 
death, the sale price shall be the value for the purposes of estate duty if : — 

(a) no person concerned either as vendor or as having any interest in the proceeds 
cf sale was a relative of any person concerned either as purchaser or as having an 
interest in the purchase ; and 

(b) the sale was made at arm’s length for a price freely negotiated at the time of the 
sale ; and 

(c) the price obtained was less that the Section 55 valuation. 

This section also provides that a Section 55 valuation is not to be made of shares 
or debentures given as absolute out-and-out gifts by the deceased to an employee or 
ex-employee of the company, or to a widow or orphan of an employee or ex-cmployce. 
This does not apply where the donee is a relative of the deceased. The donee must, 
moreover, not have control or powers equivalent to control of the company, either 
alone or in conjunction with his relatives immediately after the death, or at any previous 
time since the making of the gift. 

Section 31. 1 bis section defines certain of the words and expressions used in Sections 

28 to 30 and also includes certain supplementary provisions. 

Section 32. This section alters the rates of estate duty so as to exempt from duty all 
estates not exceeding £3,000 and to charge duty at one per cent, on estates exceeding 
£3,000 but not exceeding £4,000. 
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Section 33. This section makes changes in the law relating to aggregation. It will be 
recollected that for the purpose of determining the rate of estate duty all property passing 
on a death in respect of which estate duty is leviable is aggregated. There are exceptions 
to this rule. For example, property in which the deceased never had an interest and 
certain small estates are not subject to aggregation. Thus, in the case of deaths before 
July 30, 1954, where the value of property on which estate duty would be payable, 
exclusive of property settled other than by the will of the deceased, does not exceed 
^'2,000, it forms an estate by itself. Accordingly it .s not aggregated with settled 
property passing on the death of the deceased. The relative smallness of this figure 
was apt to give rise to hardship. For example, as Mr. Boyd Carpenter pointed out in 
the debate in the Committee Stage (Hansard^ Vol. 529, No. 136, Col. 956) hardship 
can arise when a large settled estate passes, in accordance with the settlement, possibly 
to persons other than the deceased tenant-for-life’s near relatives, but requires to be 
aggregated with his quite small free estate As a result it may be that his close relatives 
to whom the free estate comes obtain a small free estate minus the very high rate of duty 
which results from aggregating it with the settled estate. T'he extreme example could be 
of a free estate, under existing law, of 3 ^^ 2 , 001 , a very large settled estate passing in another 
direction and the unfortunate beneficiaries of the free estate finding their £2,000 subjected 
to duty at 80 per cent, and, therefore, receiving £400.” 

The present section now increases the amount of the free estate from £2,000 to 
£10,000, and includes in the settled property any such property “ other than property 
comprised in a settlement made by the deceased or made, directly or indirectly at his 
expense or out of funds provided by him, and other than property not so comprised of 
which he has been competent to dispose and has disposed by the exercise by his will or 
otherwise of a powder conferred by the settlement, or which devolves on his personal 
representatives as assets for payment of his debts.” 

The section also provides marginal relief if the free estate exceeds £10,000. 

Sub-section (2) alters the rule that each insurance policy taken out under the Married 
Women’s Property Act, 1882, was to be treated as an estate by itself and not aggregated 
with other property of the deceased. This concession has led to abuse, for it was possible 
for a person to take out several of these policies for amounts of £2,000 or less, wath 
the result that no estate duty at all would be payable in respect of them. The new' rule 
is that, in the case of deaths after July 30, 1954, all such policies in which immediately 
after the death any one person is absolutely and indefeasibly entitled for his own benefit 
(otherwise than by virtue of a purchase for consideration in money or money’s word?) 
arc aggregated together and treated as an estate by themselves. Subject to this all such 
policies taken out by the deceased arc to be aggregated together. Policies in respect of 
which no estate duty is payable arc left out of account. 

That completes the review of so much of the Act as it is intended to cover in this 
article, and it remains to emphasise that this article can only summarise briefly the 
effect of certain sections of the Act, and reference must be made to the Act for the 
detail of its provisions. 
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Recent Legal Decisions of Interest to Bankers 

By C. B. Drover 

CONTRACT— MEANING OI- WORD “ GUARANTEE ” 

Hfjsler V . Angi.o-Dal Ltd (1954 : 2 All E.R. 770.) 

By a contract dated October 7, 1952, the Plaintiff agreed to sell to the Defendants 
300 metric tons of aluminium ingots, which were then in Norway. The price was 
U.S..S718 per metric ton, f.o.b. Antwerp, and delivery was to take place in Antwerp 
“ within thirty days from your establishing the confirmed, irrevocable, transferable and 
divisible letter of credit.” The contract went on to state : 

“ We (i.c., the sellers) undertake to furnish you with a 10 per cent, guarantee 
that we will deliver the goods to your forwarding agents in Antwerp as soon as we 
receive confirmation from your bankers that the necessary letter of credit, valid 
not less than six weeks, will be established in our favour in free transferable U.S. 
dollars.” 

On October 20, 1952, the Midland Bank wrote to the Defendants, confirming that 
they had been instructed to open the credit “ but that the opening of the credit was 
conditional on their receiving from the plaintiff within fourteen days dollars representing 
ten per cent, goods value as full delivery guarantee.” 

'I'he Plaintiff then sent the Defendants an undertaking worded as follows : 

“ We herewith guarantee to deliver three hundred metric tons of aluminium 
ingots of 99‘5 per cent, aluminium to your forwariiing agents in Antwerp and 
undertake to pay to you the amount of N2L540 which is ten per cent, of the amount 
of the goods wo have sold to you il'we default to deliver the three hundred tons.” 

'The Defendants refused to accept this undertaking and demanded an agreed bank 
guarantee within the next four days. The Plaintiff did not comply and on November 18, 
1952, the Defendants informed the Plaintiff that the deal was off. 

'Phe Plaint i If then commenced this action for damages for breach of contract, con- 
tending that the undertaking which he had furnished was a “ guarantee ” within the true 
construction of the expression used its context in the contract. I'hc Defendants on the 
other hand contended that the undertaking provided did not comply with the terms of 
the contract since the guarantee called for was a bank guarantee, alternatively that it 
was a guarantee given by some third party who was not necessarily a banker. In the 
alternative, the Defendants contended that the stipulation calling for a guarantee was 
unenforceable for uncertainty, since the name of the third party who was to give the 
guarantee was not stated. The evidence showed that the Defendants were never in a 
position to confirm that the credit would be established, but they claimed that the 
Plaintiff’s refusal to supply a guarantee within the Defendants’ meaning of the term 
was an anticipatory breach of the contract, wdiich entitled the Defendants to treat the 
contract as at an end. 

It was Hkld by the C'ourt of Appeal (Somervell, Birkctt and Romcr, L. JJ.) affirming 
the judgment of Devlin J., that the expression ” guarantee ” did not necessarily mean 
a guarantee given by a third party, and that upon the true construction of the present 
contract the Plaintiff had fulfilled the particular obligation by tendering an undertaking 
in the terms given above. Judgment was accordingly given for the Plaintiff. 


Xovcf fiber, /V>*/ 
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The word “ guarantee ” is one which is frequently used in a imprecise sense. The 
strict legal meaning of the word normally implies a promise by a tliird party that an 
obligor will perform his obligation. For example, A lends money to B in consideration 
of a promise on the part of C that C will repay A if B docs not. "Fhat is a guarantee 
by C in the strict legal meaning of the word. A true guarantee provides, of course, an 
additional security for the repayment of the debt, for the lender has a right of action 
against the guarantor as well as against the principal lebtor, and it is no doubt this 
sense of additional security which the word implies which causes business men, and 
others, to use the word cither to imply a warranty or to add more solemnity to their 
mere promise. For example, “ Guaranteed not to shrink ” might be part of tlie 
description of a pull-over, and in that sort of connection the so-called guarantee is 
nothing more than a mere warranty. Equally one sometimes sees in a contract for the 
sale of goods containing a date for shipment, the words ; “ shipment guaranteed.” 
The words wwld appear to be quite meaningless, for if anyone has contracted to sell goods, 
he is bound to deliver tlicm, and the addition of his guarantee to deliver adds nothing 
to his legal obligations. Yet business men attach importance to the words and feel 
that their inclusion gives some added solemnity to the contract, giving the buyer a 
greater degree of certainty that tlie goods will be delivered. 

Presumably it was with some such motive that the words were used in the present 
case. The seller contended that by giving his personal undertaking he had fullilled the 
guarantee requirement in the contract. 'I'he buyers on the other hand contended that 
they were entitled to a proper guarantee, that is to say, a guarantee given by a third 
party to pay the buyers ten per cent, of the sale price of the goods if the seller did not 
deliver the goods as provided in the contract, d'hc buyers’ strongest argument in 
support of this contention was that unless the word “ guarantee ” were construed in its 
strict legal sense, the inclusion of the provision would add nothing to the contract, 'fhe 
Clourt of Appeal w^ould not accept this argument, and adopted the following I'uissage 
from the judgment of Devlin J. in the Court below (2 All E.R. at p. 772) : 

“ Again 1 think one has to bear in mind that commercial men do not look at 
these things quite from the lawyer’s point of vievw I’o a lawyer to say : ‘ I 
guarantee that T will perform my contract ’ is quite worthless, hut a commercial 
man would regard the guarantee, perhaps furnished in a proper form ol letter, as 
having some value as underlining, as it were, the j^romise that had been undertaken. 
He does not think in terms of damages, liquidated damages, penalty clauses and the 
rest of it ; he says to himself: ‘ I have got it in writing and if tor any reason these 
goods do not come forward I will gel ten per cent, ot their price,’ and he may well 
think that is a valuable tiling.” 

An argument to be considered in relation to this contention ol the Defendants 
was that if the guarantee w’ere to be a third-party guarantee, the question would arise 
as to who ought to be the guarantor. Possibly it ought to be a bank, or possibly it ought 
to be some person other than a bank who was ol acceptable standing to the Dclcndanis. 
The Court was unanimous in thinking that il the expression “ guarantee ” wxrc to be 
construed as meaning a third-party guarantee, the resultant uncertainly would be so 
great as to vitiate the whole contract. This would certainly have suited the Dclendants, 
who w^ere contending that they wxre in any event excused from performing the contract, 
but it w^as a factor to be considered in construing the contract. There is a rule of con- 
struction that “ if two interpretations of an expression in a document are* both reasonably 
acceptable but one gives rise to uncertainty in its effect and the other docs not, the 
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courts will adopt the latter in preference to the former.” Thus, in the present case, 
said Romer I..J. (2 All E.R. at p. 775) “ the interpretation of guarantee as meaning the 
guarantee of the Plaintiff is reasonably acceptable and leads to no uncertainty in its 
result ; but .assuming that it is construed as meaning the guarantee of some third party 
then, even on the assumption that such construction is also reasonably acceptable, its 
adoption would involve so great a degree of uncertainty (that is, as to the identity of the 
guarantor) as might bring about the complete annihilation of the contract.” 

The Defendants further contended that the Plaintiffs’ so-called guarantee was 
worthless, because the Plaintiff could not pay dollars without consent of the Treasury, 
and such consent had not been obtained. 'Phere were, however, two answers to this 
contention, lurstly, the Defendants had not taken this point at the time, and they were 
therefore precluded from taking it now. 'Phe general rule of law is that “ a contracting 
party who, after he has become entitled to refuse performance of his contractual obliga- 
tions, gives a w'rong reason for his refusal, does not thereby deprive himself of a justifi- 
cation which in fact exisied, whether he was aware of it or not.” (See ruylorv. 
Roticoroni &' (jO. [(1922; 127 L.T. 267]). d here is, however, an exception to this rule, and 
that is if the shortcoming later c(Mnplained of could have been put right at the time when 
it first came to notice the party concerned is precluded from raising it later, if he did 
not raise it at the time. 'Phus, if, in the present case, the Defendants had complained 
at the time of the lack of I'reasury consent, the Plaintiff' would have had the opportunity 
of obtaining consent and so rectifying the defect. 

This contention of' the Defendants also raised a further point of some interest. In 
answer to it, the Plaintiff further submitted that the lack of 'Preasury consent did not 
vitiate the undertaking, since “ a contract to pay a sum in foreign currency in England 
could on its true construction be fulfilled by the payment of the equivalent in sterling.” 
'Phis is a very old established rule going back to 1586 ( W'iilsliali^e /.Xrr/t/ifc’y Cusc)y 
and, assuming that it is still good law, it would have been of assistance to the Plaintiff 
if his first submission on this point had not found favour with the ("oiirt. As it was, 
Somervell L.J. did not express an opinion on the point, but he did suggest that the rule 
might well require reconsideration m the light of present exchange restrictions. He 
said (2 All E.R. at p. 773) ; 

” d'he principle, which I think is primarily a rule of construction, was under- 
standable at a time when foreign exchange was normally freely obtainable. It may 
well be related to the well-know n fact that if a sum in foreign currency is not paid 
a WTit can only claim the equivalent in sterling. It may well require, as I think, 
reconsideration as a prima facie rule if and so long as the foreign currency in question 
is not freely obtainable. It may well defeat the intention of a purchase to construe 
contracts in those circumstances as giving the payer an option to pay in sterling.” 
'Phe sort of case that arises now is this. The X Bank in London has an office in 
New York. A & Co. Ltd. has an American subsidiary, B. Inc. At the request of A 
& Co. I.td., the X Bank, New York, makes dollar advances to B Inc. and as security 
A & Co. Ltd. gives a guarantee to the X Bank in which it guarantees to repay the 
advances in dollars. B Inc. fails to pay. A & Co. Ltd. can discharge its liabilities by 
pa\Tnent in sterling. This may not have mattered in the days before exchange restrictions 
were imposed, but in present conditions it may have very unfortunate results for the 
creditor. 

Xciwfftbery 1954 
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INCOME TAX— BANK INTEREST AND EARNED INC:OME RELIEF 
Lewin v , Allhr (1954 : 2 All E.R. 703 ; 1 W .L.R. 1063 ; 98 Sol. J. 524) 

The taxpayer, a chartered accountant, had earned income of/' 1,5 16 in the year in 
question, and iineamcd income of /;4S. In the same year he paid /;85 for mortitape 
interest, £56 for building society interest and £29 in respect of bank interest on his over- 
draft. 

For the purposes of calculating his earned incom • relief, his earned income was . 
assessed at £1,398 (i.c., £1,516 plus £48 less £170). 'I'lie taxpayer contended, however, 
that it should have been assessed at £1,516, i.c., his actual earned income before 
deduction in respect of the charges allowable against his income. 

It was Held by the Court of Appeal (Sir Raymond Evershed, M.R., Jenkins and 
Hodson L.JJ.) alhrming the decision of Wynn-rarry J., that the charges allowable 
against income must be deducted in computing the income in respect of which earned 
income relief was allowable. 


The decision in this case alfirms what was always thought to be the law on this 
point and upholds the decision of Row'latt J. in Adorns v. Musker [( FHO) 15 'I'.C. 41 ^\. 

In principle there arc certain charges against income in respect of which a taxpayer 
is entitled to charge the tax against the payer, or is entitled to deduct income tax w'hen 
making the payments in question. Mortgage interest (including building society pay- 
ments) and bank interest arc included in these charges, though as it hapi>ens, each is 
treated dincrently for income tax purposes. A mortgagor is entitled to deduct income 
tax when making payments of ordinary mortgage interest. In the case of building 
society payments, a different procedure is necessary because the payments consist ol‘ 
varying amounts of capital and interest. Accordingly a building society notifies the 
mortgagor’s tax inspector each year of the amount of' interest which the mortgagor has 
paid in that year, and credit for tax on the interest is allowed in assessing his tax liability. 
Rank interest is debited to the customer’s account without deduction for income tax, 
and at the end of each year the customer can claim repayment of tax at the stamiard 
rate on the interest paid by him. The interest must actually be paid by the customer if 
he is to claim repayment of the tax. The mere debiting of the interest to the custc^mer's 
account is insuliicient by itself. There must also be subsetiuent payments in to the 
credit of the account w'hich arc equal to or in excess ol the amount ol interest ilebited. 

i'he guiding principle is, of course, that the same income shall not bear tax twice, 
and bank interest, for example, is regarded as income of tJie bank, and the money out 
of which it is paid is not regarded as income ol the customer. Accordingly, if the 
customer’s income is treated in cfl'eci for tax purposes as reduced by the amount of 
bank interest paid, it would clearly be inequitable that the customer shouKl be able to 
claim earned income relief in respect of that piece ol income. 

So far as the Income Tax Act, 1952 is concerned, the point is quite clear, since 
Section 221 reads as follows : 

“ A claimant shall not be entitled to relief under the preceding provisions of 
this Pan of the Act in respect of any income the tax on which he is entitled to 
charge against any other person, or to deduct, retain or satisfy out of any payment 
which he is liable to make to any other person,” 
and Section 211 which maJtes provision for earned income relief is in the same Part of 
the Act. But so far as the pre-1952 legislation was concerned (and it was by reference 
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to such legislation that the case under review was decided) there was some slight doubt 
about the matter, which arose in this way. Earned income relief w^as given under the 
Income Tax Act, 1918, not as a deduction from earned income, but by applying a lowxr 
rate of income tax to such income. It was the Finance Act, 1925, which effected the 
change to the present method, and this Act left unrcpcalcd Section 17 of the 1918 Act, 
which was in similar terms to Section 211, quoted above. 

The question raised by the case now under review was whether or not Section 17 
applied to the changed provisions which were contained in Section 15 of the Finance 
Act, 1925. The case of Adams v. Miiskcr (supra) decided that Section 17 did apply, 
and in the present case the ("ourt of Appeal has affirmed that decision. 


Book Reviews 

Papers in English Monetary History. Edited by 'i'. S. Ashton and R. S. Sayers. 

(London : Oxford University Press, 1953. Pp. 167. 18.v.) 

This volume consists of contributions which a number of wTiters have made during 
the last eighteen years to English monetary history. I'he editors make clear however 
that it is not a symposium but an attempt to make available a collection of articles and 
papers which, for various reasons, have become unobtainable. 

The four articles by Mr. J. K. Ilorsefield (all previously published in liconornica) 
are classics. 'Phey are outstanding examples of the fruitful combination of historical 
and theoretical techniques applied to a fascinating group of problems relating to banking 
policy in the period 1776 to 18^4 ; a period which, by reason of the events themselves, 
and the discussion and investigation which the events provoked, may be regarded as 
the happy hunting ground for writers on monetary history. 

The paper by Professor 'P. S. Ashton on the bill of exchange and that by Professor 
F. VP. Fetter on the Bullion Report fboih reprinted from the journals) have been recog- 
nised for some time as contributing vital elements to the history of the same period. 
The previously unpublished paper by Professor R. S. Sayers on Ricardo’s view^s, which 
draws on the Sraffa edition of Ricardo’s works, provides a valuable review of Ricardo’s 
attitude to the major issues of his day and is particularly valuable in placing Ricardo’s 
monetary views into relationship with his “ naive view^ of economic structure ” which 
permitted Ixim to assume instantaneous adjustments in the balance of pa\Tncnts in 
response to price changes. 

Chapter 7 reproduces a number of letters WTitten by Miss Marianne Thornton 
(daughter of the Henry Thornton whose name is well known as a banker, member of 
the Bullion Committee and writer on monetary^ problems) describing in great detail the 
efforts of her brother to avoid the failure of Pole, Thornton & Co. in the 1825 crisis. 
The vivid detail with which the events are described is in itself an interesting comment 
on the attitudes and understanding of a young w oman of the early nineteenth century, 
but the events themselves — including as they do the assistance of the Bank of England — 
are of the greatest interest. These letters are gems w’hich have only recently been 
discovered ; the editors are to be congratulated upon their present setting. 

The retrospective view of the Bank Charter Act by the late Professor P. Barrett 
VC’hale, which constitutes Chapter 9, is little more than a note and seems somewhat 
out of place in the volume. It is true that it bridges the chronological gap between 
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1844 and the events which are the subjects of the final chapters, namely the gold tech- 
niques of the Bank of England, 1890-1914 (by Professor Sayers) and the pre-1914 gold 
standard (by Professor Barrett Whale). In view of the fact that the editors did not 
intend a symposium, and since the chronological coverage is very uneven, no such 
bridge w^ould appear to be necessary*, but the inclusion of the Chapter in this particular 
position presents a remarkable juxtaposition of views which might have provoked the 
editors to go beyond their task of selection in order to attempt a reconciliation. The * 
final paragraph in Chapter 8 (J. K. Horseficld) contains the following : 

“ Such, then, were the diverse elements from which the Act of 1844 was constructed 
— the Act which Professor Ciregory has rightly described as ‘ an attempted solution 
of certain definite diflicultics, and not a mere application of an t/ priori theory 
The first paragraph of Chapter 9 (P. Barrett Whale) runs : 

“ Peel’s Bank Act has always seemed to me exceptional in English legislation be- 
cause it did not represent an attempt to deal piecemeal witii the immediate practical 
problems, giving support in this direction, imposing restrictions in that, but gave 
effect to a clear cut theory — the theory that banking ought to be separated from the 
control of the currency.” 

Lecih University. W. T. NEWLYN. 


UtKv the City Works. By Oscar Mobson. (London : News ('hronicle Book Depart- 
ment, 1954. Pp. 160. 65.) 

Sixteen years have elapsed since Oscar Hobson wrote the first issue of this book. 
In the meantime a great war made much of that edition invalid, at least for a time. Now 
so many of the old institutions are nearly back to normal, it is fitting that an edition 
should appear just now' to cover the rc-opened coimnodity markets, even if money 
itself, that most important of all commodities in the City, is still under “ open arrest ”. 
To those who would compare the 1938 and the 1954 editions, there must come the 
suspicion that we have nothing to gain from the chains that still bind us. 

Howxver, the primary purpose of this book is not to reflect sadly on what might 
have been, or might yet be. It is to instruct. Every year there are thousands of new 
seekers after just the knowledge that Oscar Hobson essays so successfully to impart 
in these pages. He covers a wide field. Many of our readers could, perhaps, concur 
patronisingly with the author over his chapters on “ Mow cheques arc paid ” or 
“ Exchange Control ”, but might reflect that other chapters concerned witJi 'Pea, Rubber, 
Wool, Lloyd’s and The Baltic arc not familiar ground. Since the book is an excellent 
guide to one’s younger kinsmen about to set forth on a City career, this present reviewer 
will recommend it for this purpose. But this recommendation extends to the wider 
circle of those already in one part of the City who should know how the rest of it works. 
Six shillings is little enough to pay for this knowledge. 


Building Societies Year Book 1954 (Francy & Co. Ltd. 641 pp. ) 

This is the year’s edition of the Official Handbook of the Building Societies’ Asso- 
ciation. It covers 782 Societies with combined assets of £1,641 millions — an increase 
for the year 1953 of £164 millions. Nearly £300 millions was lent on mortgage during 
1953, and the steady expansion of lending, particularly under the new guarantee 
arrangements, suggests that the current year will see an even greater advance. 
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Notes and Comments 


This month vvc publish a problem received from a Barclays 
pROB^Tra Bank reader in Manchester to whom our usual prize of one guinea 
has been sent. A further prize of one guinea will be awarded to the 
reader who submits the most satisfactory solution to reach the Editor, The Bankers^ 
Mai^dzme^ 85 & 86, London Wall, H.C].2, not later than November 16, 1954. 

“ South town Bank grants advances to X and Y on joint account secured by a life 
policy for £500 on the life of X and in his favour, and a life policy for £500 on the life 
of, and in favour of, Y. liach policy has been charged to the bank by the respective 
owner by separate legal mortgage. In addition, both X and Y have contracted to be 
jointly and severally responsible for their indebtedness on joint account. 

X dies when the joint account is overdrawn £400, whereupon Y immediately pays 
off the indebtedness to the bank and obtains the release ol' the life policy which is in 
his favour. 'The executors of X request the delivery to them of the policy on the life 
of and in favour of the deceased, but Y claims that he is entitled to collect this policy and 
instructs the bank not to release it to the executors. What is the legal position and w'hat 
attitude would you advise South town Bank to adopt ? ” 


E'liW readers attempted to solve this problem based on the 

PROBLEM niispost of a ledger entry, which often arises in practice causing em- 
barrassment, if not loss, to the paying banker. The most reasoned 
solution came from a Lloyds Bank reader in Burgess Hill, Sussex, and our prize of one 
guinea has been duly awarded to him. 

'Ehe problem read as follows : — 

“ Upon his discharge from army service in 1952, Major X opened a current account 
at Southtown Bank with an initial deposit of £2,000. A statement of account recording 
the number and amount of all cheques debited to the account w'as furnished by South- 
town Bank to Major X regularly every month. In 1954 this customer obtained employ- 
ment in Yorkshire and transferred the balance of his account to Northtown Bank, from 
which he borro>ved up to £2,000 on overdraft, to assist in his purchase of a residence 
for £4,000. The deeds of this house w'ere charged to Northtown Bank by w^ay of legal 
mortgage as security for the agreed accommodation. For the time being, therefore. 
Major X had heav>^ financial commitments in relation to his salary of £1,000 per year. 

Tw'o months after the removal of his account to Northtown Bank, Major X receives 
a letter from Southtown Bank explaining that a cheque for £45 drawn by him in 1953 
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had been debited to the account of another customer with a similar name. As the 
error has just been discovered, Southtown Bank ask Major X to remit to them 
to correct the position. 

What is the legal position of Southtown Bank ? Major X is naturally embarrassed 
by this request for £45 and seeks the advice of the Manager of Northtown Bank. How 
would you deal WTth his enquiry ? ” 

From the legal standpoint it appears that, unless Souilitown Bank can prove that 
Major X had acted in bad faith, it cannot recover the amount of the cheque from him, 
I'hcre is no obligation upon a customer to check the entries in llie bank statement 
and when Major X transferred the balance of the account to Nortlitown Ikmk he was 
entitled to assume that all his cheques had been paid to date. No doubt he returned 
any unused cheques to Southtowm Bank and left them with tlie impression that the 
Imal balance was correct. F.ntries in a statement are prima facie evidence against the bank 
and, if Major X acting in good faith relied upon the entries, then Southtown Bank 
is estopped from denying the accuracy of the balance it transferred. As he has altered 
his position relying on those entries, the loss would have to be borne by his former bankers. 
In defence of any action which might be brought against him, this customer could 
probably successfully plead that the statements issued to him were accepted as un- 
questionable evidence of the balance in his account, and relying upon the figures he 
transferred the balance to Northtown Bank. I’urthermore, he might contend that he 
had altered his position relying upon the enlnes, acting throughout in the belief that 
the balance w'as precisely as showm on the bank statement. He was not an experienced 
business man and acted on the balance without verifying the entries, (('ompare : 
Skvriui; V. Greemvood [(1325) 4 B. & C. 281.) Holt v. Markham [(1023) 1 K.B. 504], 
Holland v. Manchester Liverpool District Bankinj^ Co. [(1009) 25 'T.L.R. 586| and 
Lloyds Bank Ltd. v. 'Lhe Hon. Cecily K. Brooks {Journal of the Institute of Bankers, April, 
1951). In this last case Mr. Justice Lynsky stated, “ it seems to me in this case there 
w'as a duty on the bank to keep the defendant correctly inlormed as to the position of 
her account, and there w^as a duty on the bank not to over-credit her statement of account, 
and there w^as a duty on the bank also, for that matter, not to authorise her or induce 
her by faithful representations conlaincd in her statement of account to draw money 
from her account to which she was not entitled.” In clfeci. Major X drew cash to the 
extent of £45 from Southtown Bank to which he was not entitled, but in doing so he 
relied on the balance advised to him by the bank. 

The Manager of Northtown Bank, however, would be ill advised to pursue the 
legal argument against a fellow banker. Instead, after sympathisiFig with Major X in 
the embarrassment caused by the mistake, he should point out tiiat X hatl issued the 
cheque and the proceeds had been received by the payee. Morally, therefore, X should 
naturally meet the request of Southtowm Bank, who should hardly be allowed to suffer 
for its unfortunate error. Opportunity should be taken to impress upon its customer 
the practical need always to check the entries m the statement and to note any cheques 
issued but remaining unpaid. A tactful explanation should soon convince Major X 
that he ought to remit £45 to Southtown Bank and, if need be, perhaps Northtown 
Bank would be happy to .increase his overdraft facility temporarily by that amount to 
settle the matter. 
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COURSE ^ Special evening course of six lectures, each followed by a 

ON BANK discussion, on The Principles and Practice of Bank Advances will be 

ADVANCES given by T. C. ('.andy, on Thursdays, 6.0-7.30 p.m. Januar\' 13 

to hebruary 17, 1955. 

Content of course : (1) Basic principles governing the granting and super- 
vision of loans, overdrafts and discounts : (2) Unsecured advances — t\'pe of borrower 
and assessment of risk : (3) Lending against balance sheets : (4) Lending against 
land (i) in general (ii) unregistered : (5) Lending against registered land : (6) 
Lending against produce and goods. 

These lectures will be of an advanced practical nature and are intended specially for 
executive members of branch banks, (bourse fee £\. 

Enrolment forms and a detailed syllabus of the lectures may be obtained from the 
Head of the School of C'ommcrce, Little Titchlield Street, London, W.l. 


The Seventh International Banking Summer 

School 

This year’s Summer School took place in Granada and Madrid during the fortnight 
from September 12 to September 26, and w'as an undoubted success. 

A prominent theme was the return to normal of the banking business after tlie 
readjustments consequent upon the war. llie list of lectures given is as follows : — 


LuenURER 

Country 

Professor Sir Dennis Robertson . 

United 

Kingdom 

Professor Otto Veit 

Germany 

Monsieur Jacques Oudicite . 

France 


Professor Don Luis Olariaga Spain 

Don Luis Saez dc Ibarra . Spain 

Mr. Edward L. Williams United 

States 

Mr. Wilfred King . United 

Kingdom 

Don Epifanio Ridruejo . Spain 

Don Andres Moreno . Spain 

Professor Henri Germain-Martin France 


Subject 

('onvertibility. 

The Relations between economic Policies 
and the Balance of Payments. 

The new Processes for the Finance of 
foreign Investments and the Problem 
of Co-operation between the private 
Banks and the International Organ- 
isms. 

Voluntary Saving and the Banks. 

Regulations of Spanish Banking. 

International Economic Co-operation. 

Monetary Orthodoxy and Britain's 
Recovery. 

The Spanish Banking System. 

The Spanish Capital Market. 

The Influence of Government Invest- 
ments on Bank Liquidity in France. 
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Sir Dennis Robertson held that the return to convcnibility should be ctrectcd with 
great prudence, on the basis of fixed and not fluctuating exchange rates and asserted 
that the United Kingdom by itself will not be able to re-establish convert ibility unless 
it is accompanied in tltis move by some currencies belonging to the liiiropean Payments 
Union. Professor Robertson believed that unless a change is brought about in ifie 
protectionist policy pursued by the United States an adequate functioning of con- 
vertibility will not be possible, quoting as a warning example the recent increase in custom * 
duties on Swiss watches in the United Stales. 

Professor Veit started his lecture by comparing the liquidity of the banks and the 
general economic liquidity, and favoured a liberal and multilateral economic policy. 
He analysed at some length the problem of fixed or Hcxible exchange rates and supported 
the former. 

M. Jacques Oudiette gave a historical account of the movements of foreign capital 
and ended by examining the credits for the export of capital goods at present granted 
by some countries, principally by France and Cicrniany. He suggested that these credits 
should be supported by international organisms, especially by the International Hank 
for Reconstruction and Development. 

Don Luis Olariaga, Professor at the Madrid University and Director of the Uonsejo 
Superior Bancario, explained how social policies have gradually reduced the formation 
of voluntary savings, replacing them by forced savings, the so-called “ cheap money - full 
employment policy ” also having a similar clfect. 'Phis evolution may be particularly 
observed in the countries which were belligerents during the war, owing to the ideolo- 
gical climate created by the war, and lends to favour the Slate's intervention. 'Phus 
we encounter, by two different ways, a tendency which is characterised by the j^ro- 
gressive replacement of voluntary savings by forced savings. 'Po the same extent that 
voluntary savings decline the banks arc weakened as the very basis of their business 
disappears. If the total volume of savings docs not diminish but a part of it is obtained 
by compulsive processes, the effect on the banks is similar, for it will be other kinds of 
institutions which will have to channel the coercive savings. On examining what the 
situation would be in that case he expressed the opinion that (jovernment institutions 
have to take considerations into account other than those of a purely economic nature ; 
that a good Government may be followed by a bad one, thus undermining confidence 
in the State itself and in its banking activities. Luckily these evolutions have not been 
registered in the Western countries to any marked degree, thanks in part to American 
capital which has co-operated in the finance of the reconstruction carried out after tlic 
war. 

Don Luis Saez de Ibarra, Sub-governor of the Bank of Spain analysed in another 
lecmre the Spanish Banking Regulations, giving special attention to the Bank of Spain, 
the official banks, the Spanish Institute for Foreign lixchangc, the Welfare Savings 
Banks and the National Service for Agricultural Credits. 

Mr. Williams, Director of the American Economic Mission in Spain, was another 
lecturer and spoke on the subject of International Economic Co-operation. After a 
philosophic analysis of the principles which should guide this co-operation, Mr. Williams 
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underlined the “ courtesy, collaboration and understanding of the representatives of the 
Spanish Government with whom he had had to deal 

Mr. Wilfred King, dilated the question as to whether the money market in England 
was returning to its normal channels. He pointed out the importance acquired by the 
re-establishment of the free play of interest rates and by the norms for qualitative credits 
applied in recent years such as, for instance, the interruption of the loans for financing 
investments. Mr. King gave priority in the new orthodoxy to the forced consolidation 
of Treasury Bonds in the banks’ portfolio which reduced the liquidity of the English 
credit establishments to a point very close to the conventionally accepted minimum. 

Don Epifanio Ridruejo, Managing Director of the Banco Espanol de Oedito, 
spoke on the subject of the Spanish banking system. He examined its historical evolution, 
giving special attention to the unblocking of funds and to the 1946 Banking Act. The 
structure of Spain’s banking system gave rise to a study of the significance of the 
principal items of the balance sheets, underlining the increase of reserves compared to 
the capital and that of the longer term deposits compared to the demand deposits. Sr. 
Ridruejo also pointed out the small importance attaching to the real estate property, 
furnishings and installations in the banks’ total assets (1.50 per cent.), this ratio declining 
further in the last years. The significance of public securities in the total assets and that 
of industrial shares is also diminishing in the Spanish banks, in favour of the Bills port- 
folio. The operating accounts, the profits, the concentration and expansion of the banks, 
and the co-ordination with other organisms were also examined in great detail by Sr. 
Ridruejo. 

Don Andres Moreno, Managing Director of the Banco Hispano Americano, spoke 
on September 23 on the subject “ 'fhe Spanish Capital Market ”. Essential points in 
this most interesting contribution were that agriculture in general finances itself out 
of its own profits, relying as well on the aid of the Banco Hipotccario (Mortgage Bank) 
and the National Service for Agricultural Credits. Industry absorbs about 40 per 
cent, of the total issues and the Spanish banks play an important; role in channelling 
available funds to it, by means of their prefinancing loans. Sr. Moreno then analysed 
the history of foreign investments in Spain and expressed his hope that foreign capital 
will play its part in the support and development of the Spanish economy, as has happened 
in the course of the last hundred years. 

Professor Henri Germain-Martin expounded in the last lecture of this series the 
influence of Government investments on the liquidity of the banks in France, giving 
special attention to the study of medium-term bank loans. 

The Seventh International Banking Summer School has been a great success for 
Spain. Close on two hundred delegates from important banks established in thirty-five 
different countries have taken part in its sessions, besides over forty delegates of the 
chief Spanish banks. 

The principal Spanish banks were the hosts of the foreign delegates on Sunday 
26 and on the evening of the same day the farewell dinner took place at the Palace Hotel 
in Madrid which was to be the closing meeting of the School. This brilliant occasion 
was honoured by the presence of the Finance Minister, Director-General of Banks and 
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Stock Exchanges, Sub-Govemor of the Bank of Spain and the most prominent men of 
the managements of the Spanish banks. At this gathering eloquent speeches were 
made by Don Luis Olariaga, Director of the Consejo Superior Bancario and organiser 
of the School, who thanked all the delegates for the work which had been done and also 
expressed his gratitude to the personalities mentioned above for the honour of their 
presence : by Mr. Harry Oliver Nash, delegate of the Midland Bank Ltd., who in the 
name of all foreign delegates offered Sr. Olariaga an artistic gift as a token of admiration 
and gratitude ; Don Eduardo Santos Rubio, delegate of the Banco de la Rcpublica de 
Colombia who spoke in the name of the Latin- American delegates said that they would 
all have unforgettable memories of the Seventh International Banking Summer School 
which had enabled them to know Spain where they had felt themselves completely at 
home ; and by Mr. Megrah, Secretary of the I.ondon Institute of Bankers, promoter 
of these Summer Schools which have such great interest for banks all over the world, 
who thanked all the delegates for their valuable co-operation and the Minister of Finance, 
the Director-General of Banks and Stock Exchanges and the rest of the authorities and 
personalities present for the honour of their presence which had contributed so much 
to the brilliant final gathering of the Seventh International Banking Summer School. 

The final speech was held by the Minister of Finance who explained that the co- 
operation between the banks and the Government w'as so firm that although the Spanish 
law foresaw means of sanction these had never had to be applied. He underlined the 
system of equilibrium reached by the Consejo Superior Bancario where the representation 
of the regional and local banks was equal to that of the National banks and examined 
other aspects of the banking laws which ensure that the banking system functions with 
utmost efficiency and expressed his opinion that the latter constituted a sound pillar of 
support of the Spanish economy. He finished by congratulating all the foreign and 
Spanish delegates on the magnificent work which they had done in the course of the 
labours of the Seventh School, expressing his hope that it would contribute to further 
tighten the collaboration between the banks of all countries, to the benefit of the w^orld’s 
economy. 


Banker and Customer 

Bankers’ Drafts 


So far our review of the legal and practical responsibilities of both the paying banker 
and the collecting banker has been limited to the handling of cheques, but many other 
analogous instruments are paid and collected daily by branch banks throughout the 
country. It is necessary, therefore, to examine the special problems relating to those 
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Other varied instruments, and this month bankers’ drafts have been selected for special 
discussion. 

Defined 

A banker’s draft may be defined as an unconditional order in writing addressed by 
one branch of a bank to its head office or to another branch, or by the head office of a 
bank to itself or to a branch, signed by the branch drawing it and requiring the branch to 
whom it is addressed to pay on demand the slated sum certain in money to the order of 
a specified person. In short, it is an order by a Lank branch to a bank branch of the 
same bank to pay the given amount to a named payee or to his order. It may not be 
drawn payable to bearer because it would then be a bank note and Seation 1 1 of the 
Bank Charter Act, 1844, makes it unlawful for any banker to draw, accept, make or issue 
in England and Wales any bill of exchange or promissory note, or engagement for the 
payment of money payable to bearer on demand. 

As the draft is drawn by one office of the bank, on another olfice of the same bank, 
both drawer and drawee are the same legal person and the instrument is not a cheque or a 
bill of exchange within the meaning of the Bills of Exchange Act, 1882. It is, however, 
provided by Section 5 (2) of such Act, that where in a bill drawer and drawee are the 
same person the holder (not the banker) may treat the instrument, at his option, either as 
a bill of exchange or as a promissory note. Being a draft on demand, it requires a two- 
penny impressed or adhesive stamp, but a draft drawn by any bank in the United 
Kingdom upon any other bank in the United Kingdom, not made payable to bearer or 
to order, and used solely for the settlement or clearance of any account between those 
banks, is exempt from stamp duty. This latter special instrument, known as a banker’s 
payment, used only between banks is, however, outside this survey. Moreover, a draft 
drawn on demand by a bank upon another bank is not a banker’s draft within this article 
because it is merely a cheque subject to the Bills of Exchange Act. The drawer and 
drawee thereof arc different legal persons. 

Practical Advantages 

A bank draft payable on demand is equivalent to cash and is obviously much more 
convenient and simple to handle and remit than large amounts of cash. Many contracts 
have to be completed by the payment of cash or its equivalent. It would be foolish 
of any bank customer requiring a large sum in cash to draw cash and hand it, or send it 
through the post, to his creditor or to his professional agent for delivery to the party 
requiring the cash in settlement. Moreover, a bank draft can be drawn for any required 
amount, and it is a fully negotiable instrument. It can be cashed, if need be, by the 
payee at the branch on which it is drawn (usually conveniently situate for the payee) 
or it can be crossed for greater safety and collected through a banking account. The 
following example illustrates the many advantages of using a bank draft instead of 
actual cash. Suppose that A. has contracted to purchase a house from B. for £4,000, 
and has paid the usual 10 per cent, deposit when he signed the contract. Completion is 
fixed for 9.30 a.m. on a given Wednesday and the solicitors acting for B. expect cash in 
settlement. A, therefore draws £3,600 cash from his bank on the Tuesday afternoon. 
It has to be counted out in £5 notes by the bank teller and checked by A,y who thereafter 
accepts the risk of loss or theft of a bulky parcel of cash carried from the bank to his 
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house, held overnight, and carried to the solicitors’ office the next morning. At comple- 
tion the cash is again laboriously counted and the responsibility for its custody is 
transferred to B, or his agent until it can be banked. Again, it has to be counted, often 
perhaps by the same cashier, upon acceptance for the account of B, How much simpler 
and safer it would have been if A. had obtained from his bank a crossed draft for £3,600 
made payable to B. It is thus clear that customers should be encouraged to use a bank 
draft in all cases where material amounts of cash are lequired to settle a special trans® 
action. Apart from the small stamp duty, there will be no additional cost involved in 
using a draft. 

The Issue of a Draft 

Where a customer requires a bank draft, he will be asked to complete a special 
requisition form staling the amount, th« name of the payee, and the place of payment. 
Such instructions should be signed by the customer or by those properly authorised by 
mandate to indent for drafts on the customer’s behalf, or to sign cheques on the account. 
The instructions may include an authority to charge the cost of the draft to the customer’s 
account, in which case it will have to be stamped 2tf., or payment may be made by a 
cheque drawn by the customer payable to the issuing bank. 

It is always important to ensure that the draft requisition form is signed by the 
customer or an authorised agent. The issue of a draft at the request of an employee of 
the customer who has no express authority to draw on the account or to indent for 
drafts, entails the risk that the employee may be misappropriating the proceeds. His 
production of a cheque properly drawn on the customer’s account in favour of the 
bank for the amount of the draft may not suffice to prove his right to a draft. If any 
customer persists in sending a cashier or other employee to the bank to indent for drafts, 
and that employee has no express power to sign on the customer’s account, it might 
be prudent to take a special mandate from the customer empowering his agent to sign 
draft requisitions only. Of course, where the indent includes power to charge the 
cost of tlic draft to the account, it must be signed strictly in accordance with the mandate 
for the drawing of cheques. 

The Australian case of Pcrel v. Australian Batik of Commerce (Supreme Court of 
New South Wales, 1924) illustrates the dangers of issuing drafts against unauthorised 
instruaions. The general manager of the bank’s customers obtained drafts, payable to 
names of his own choosing, in exchange for cheques properly drawn by the customer in 
favour of the bank. He then collected the proceeds of the drafts for his own purpose. 
The bank was held to be liable to the customer. It contended that such a responsible 
officer as a general manager had ostensible authority, by reason of his position, to obtain 
drafts with the cheques made payable to the bank, but the Court decided tliat the 
customers had not held out to the bank that their general manager had power to obtain 
bank drafts whenever he thought proper. Cheques might be drawn payable to the 
bank for other reasons than the issue of drafts, and without proper instructions the 
bank could not know how its customers intended the proceeds of the cheque to be 
applied. A cheque drawn payable to the bank was merely a direction to the bank to hold 
the stated amount on behalf of its customers pending receipt of further instructions 
regarding its disposal, and such instructions should be from those authorised to draw 
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the cheque. The banker might, of course, succeed in other circumstances where it 
could be proved that the customer was estopped by conduct from denying the authority 
of the employee to obtain drafts in exchange for cheques validly drawn in favour of the 
bank, but it is surely foolish to accept any risk. Far better always to obtain a proper 
authority, either requiring the customer himself or those so entitled by the mandate to 
sign cheques on the account to complete the draft requisition, or calling for a special 
mandate authorising the staled parties to obtain drafts in exchange for cheques properly 
drawn in favour of the bank. 

When the draft is issued a special postal advice will be sent by the drawer branch to 
the drawee branch describing the draft appropriately and instructing the drawee branch 
to clfcct payment upon presentation. 

Lost Draft — Stopping Payment 

Once issued the draft is in effect the promissory note of the bank and will be 
negotiated as the equivalent of cash. It follows that a bank will not normally be prepared 
to stop payment of its own draft. In the absence of a forged endorsement, a holder in due 
course will be entitled to payment (except where the draft has been crossed “ not 
negotiable ”) and the bank will hesitate to decline payment unless it can be satisfied 
that the draft had been lost or stolen without having been endorsed by the payee. Where 
any draft is presented for payment after the receipt of reliable notice of its theft or loss 
before endorsement by the payee, it can be returned marked “ Draft stated to have been 
lost. Payee’s endorsement requires verification 'fhe risks of payment against a 
forged endorsement are discussed later. 

Occasionally, when a draft has been lost after issue, the customer approaches the 
bank to issue a duplicate. The greatest care is obviously necessary in such cases and a 
duplicate should not be furnished until sufficient time has elapsed to remove within 
reason the possibility that the original may nevertheless be presented for payment. 
Much will naturally depend upon the size of the draft and the standing of the customer, 
w’ho, in any event, in consideration of the issue of a duplicate will have to indemnify the 
banker against the risk that the original may subsequently have to be paid to a holder 
in due course. Action against the bank in respect of a draft is statute barred six years 
from the date when the demand draft w^as drawm, but few customers who have lost a draft 
will be content to wait six years for a duplicate or for repayment of the amount they paid 
to the bank for the draft. The issue of a duplicate or the repayment of the cost of the 
original must, therefore, be judged prudently according to the tacts of the case. 

Payment of Bankers^ Drafts 

The payment of a banker’s draft entails the same risk to the paying banker as the 
payment of a cheque. It is usually impossible to verify the endorsement of the payee 
and, if payment is actually made to someone who has no title to the proceeds, the true 
owner may attempt to recover from the paying banker. As a banker’s draft is not a 
cheque, no protection can be obtained from Section 60 of the Bills of Exchange Act, 1882, 
if payment ot an uncrossed draft is made against a forged or unauthorised endorsement. 
Instead, the paying banker has to rely on Section 18 of the Stamp Act, 1853, which 
provides that, where any draft or order drawn upon a banker for a sum of money payable 
to order on demand is presented for payment purporting to be endorsed by the person 
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to whom it is payable, it is sufficient authority to that banker to pay the amount of such 
draft or order to the bearer thereof, and it is not incumbent upon the banker to prove 
that the endorsement or any subsequent endorsement was made by or under the direction 
or authority of the person to whom the draft or order was, or is, made payable, either by 
the drawer or any endorsee thereof. It will be noted that in this statutory protection 
there is no mention of payment in good faith and in the ordinary course of business. 
The essential point is that when the draft is presented for payment it must purport to * 
be endorsed by the person to whom it is payable. The protection is, therefore, wide 
and helpful when paying an open banker’s draft. 

A crossed banker’s draft is, however, in a different category. Prior to 1 932, a crossing 
on such a draft had no legal significance, although they were often crossed in practice 
as a possible means of limiting loss in the event of theft. The Bills of Exchange Act 
(1882) Amendment Act, 1932, legalised the position by bringing bankers’ drafts into 
line with cheques. 'Phis Amendment Act provided that Section 76 to 82 of the Bills 
of Exchange Act, 1882, as amended by the Bills of Exchange (Crossed Cheques) Act, 
1906, should apply to a banker’s draft as if the draft were a cheque. Moreover, for the 
purpose of this amendment the expression “ bankers’ draft ” means a draft payable on 
demand drawn by or on behalf of a bank upon itself, whether payable at the head office 
or some other office of the bank. 

In other words, a crossing on a banker’s draft on demand now operates in precisely 
the same way as a crossing on a cheque, and the banker paying a crossed draft incnirs 
tlie same responsibilities and enjoys the same protection as a banker who pays a crossed 
cheque. If a crossed banker’s draft is paid by the banker on whom it is drawn, in good 
faith and without negligence, to a banker (if crossed generally) or, if crossed specially 
to the banker to whom it is crossed, or his agent for collection being a banker, the paying 
banker is entitled to the same rights and is placed in the same position as if payment 
of the draft had been made to the true owner thereof. It is emphasised, however, that 
payment has to be made without negligence as well as in good faith. The draft must be 
paid in accordance with the crossing and the circumstances surrounding payment must 
be beyond reproach from the standpoint of negligence, w hich has already been discussed 
fully under the heading of the collecting banker. 

The Collection of Bankers" Drafts 

The collecting bank handling a bank draft is in precisely the same position as it is 
when collecting a cheque. No protection is available wffien collecting an open or uncrossed 
draft for a customer who has no title or a defective title thereto. Witli a crossed banker’s 
draft the collecting banker relies upon Section 82 of the Bills of Exchange Act, 1882, which 
is now made available by the Amendment Act of 1932, quoted above. In short, the 
collection must be made for a customer in good faith and without negligence and in 
this respect the same principles apply precisely as those which have been discussed in 
the collection cf cheques. 

Practical Conclusions 

From the above survey the following practical conclusions can be drawn for the 
guidance of the practical banker : — 
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1. When issuing a draft, care is necessary always to ensure that the requisition is 
signed by a party fully authorised to operate on the account of the customer or specially 
empowered to indent for such drafts. 

2. Wherever possible, the issuing bank should cross the draft for the safety of the 
customer and to ensure that statutory protection will thereby be available to any 
collecting banker who collects the proceeds of the draft for a customer in good faith and 
without negligence. 

3. In addition, the issuing bank should add the words “ not negotiable ” to the 
crossing on the draft, thereby avoiding the risk of any claim by a holder for payment 
of a draft which has been stolen from the true owner. Such precautionary action will 
simplify the problem of stopping payment should the need ever arise. 

4. When asked to collect an uncrossed draft for any customer, the collecting banker 
should ask the customer to cross the draft before it is accepted for the credit of the 
account. 

5. If the customer to whom a draft is issued, or the payee thereof, loses it, a duplicate 
should not be issued until the bank can be reasonably satisfied by lapse of time that the 
original is unlikely to be presented for payment, and even then the duplicate should 
be issued only to a satisfactory customer against the appropriate indemnity. 


(Next month we will explore the legal complications and practical problems arising 
out of tlie use of so-called cheques with receipts and conditional orders which arc 
outside the provisions of the Bills of Exchange Act, 1882.) 


The Lending Banker 

Balance Sheets 

{Cominued) 

The Fixed Assets 

Motors 

It may be tliat, thinking of those long years of short supply of cars and lorries and 
of the high prices ruling for second-hand vehicles since the war, the reader will feel 
that at last we are approaching an asset which at auaion will produce a figure equivalent 
to the balance sheet value. But such assets may not have to be sold for several years when 
supply may equal, if not exceed, the demand for them. Prudence again demands 
pessimism and the following points have to be considered. 
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The age and type of the motors, and the depreciation already written off, will 
furnish an initial picture to enable the banker to decide whether the balance sheet figures 
are reasonable in relation to current second-hand values. If the cost of repair work 
during the past trading period is disclosed in the profit and loss account, it will provide 
a further guide to the condition of the vehicles. A fleet of cars for travellers will command 
a wider market in the event of a forced sale than a number of lorries specially constructed 
for the particular business. The delivery vans of a wholesale or manufacturing concern* 
are likely to last longer and maintain their value better than vehicles used by a building 
contractor who has to drive them over rough land. The possible market for vehicles 
of the given age and type is important, but in any event a substantial deduction from 
the balance sheet value will usually be deemed prudent in making an estimate of the 
forced sale value. In any case, if funds arc short, repairs will be cut to the minimum 
and replacements avoided, so that the lorries or motors will be in a much worse condition 
if and when the business fails. In short, the break-up value of the motors owned by 
XYZ I.td. will be a mere fraction of their balance sheet figure of £4,000, whatever 
they may comprise in the imagination of the reader. Assuming for the sake of argument 
that there is only one motor, a Bentley saloon purchased in 1953. It is probably well 
worth £4,000 to-day, but how much is it likely to realise in say 1958 ? Such reasoning 
has to be applied to all fixed but moveable assets under this heading. 

Invest friefits 

In the balance sheet of a trading concern, investments, other than in subsidiary 
companies, may be regarded as quasi fixed assets, 'fhey arc neither retained as agents 
of production nor acquired in the usual course of business for conversion into cash in the 
course of the trading cycle. Usually, they represent surplus capital resources not required 
to finance current trading, and invested to produce income pending a demand for their 
proceeds in the business. It follow^s that where a customer who wishes to borrow 
produces a balance sheet disclosing relatively large quoted investments, the banker will 
first suggest that they should be realised to reduce the amount required on overdraft. 
On the other hand, where the borrowing is for quite temporary purposes, it may not be 
advisable to realise a sound investment, which may yield more than the overdraft will cost 
the customer. In such circumstances, the investments will be available to the bank 
and most acceptable as marketable security. Whether they are retained for the time being, 
or sold to repay temporary bank accommodation, will depend entirely upon the detailed 
facts, but the basic principles are clear. 

The next point is to ascertain tlie nature of the investments and the w^ay in which 
they have been valued. A limited company is required by Clause 8 (ft/) of the Eighth 
Schedule to the Companies Act, 1948, to disclose in its balance sheet under separate 
headings the aggregate amount respectively of tlie company’s trade investments, quoted 
investments other than trade investments, and unquoted investments other than trade 
investments. Moreover, quoted investments, other than trade investments, have to be 
subdivided where necessary" to distinguish between those which have and those wltich 
have not been granted a quotation or permission to deal on a recognised stock exchange. 
Where the aggregate market value of the quoted investments of a company, other than 
trade investments, differs from the amount of the investments stated in the balance sheet, 
a note of tlieir market value has to be added revealing the market value. (See the figures 
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for XYZ Ltd.). Finally, it is worthy of note that a limited company has to disclose 
separately in its profit and loss account the amount of income received from investments, 
distinguishing between trade investments and other investments. This information 
may enable the banker to calculate the average yield on the investments shown in the 
balance sheet. In the case of a limited company, therefore, its balance sheet will disclose 
all the essential information required to decide the worth of such assets from the banking 
standpoint. With other customers, enquiry may be necessary to interpret the investment 
item and a schedule of investments requested for valuation purposes. 

Where a list of the investments is supplied by the customer they can easily be valued 
at current prices and the appropriate margin deducted according to the nature of the 
holdings. If such details arc not forthcoming, but the shares are known to be marketable, 
an adequate margin can be allowed on the given market value to cover the risk that 
speculative stocks may be included in the total. If there has been a general fall in market 
prices since the date of the balance sheet, a further allowance may be necessary. In the 
absence of reliable information concerning any of the investments, prudence dictates 
that tlieir value should he ignored. 

Quoted shares normally present little difficulty, but unquoted shares and trade 
investments are in a different category. Adequate information is rarely available to 
determine their value with any degree of accuracy, and their market for sale is often 
hedged with restrictions. The attitude of tlie banker will depend upon the amount 
locked up in such investments in relation to the total assets of the customer. Usually, 
the amount is relatively small and the item may be ignored. But where it is of sufficient 
importance, the banker may ask to see the latest audited balance sheet of the company 
or companies concerned so tliat the worth of the shares can be estimated from an analysis 
of such figures. Alternatively, a cautious estimate of their value may be based on the 
average yield from the shares over a few years compared with the average market yield 
on quoted shares of a similar type of business. I'hcsc methods of valuation of unquoted 
shares from balance sheet figures can best be left for consideration until the completion 
of the explanation of the principles of break-up. 

Shares in Subsidiary Companies 

Nowadays this item frequently appears in the balance sheet of a limited company 
customer. It is undoubtedly a fixed asset, very difficult to realise and of doubtful value 
unless adequate information is forthcoming to enable the banker to make a reliable 
estimate. 

Where any limited company holds more than half in nominal value of the equity 
share capital of another company, or as a member of another company controls the 
composition of its board of directors, then the other company is a subsidiary. The 
mother company with the majority interest in the subsidiary is known as the holding 
company. Except where, in the opinion of the directors of the holding company, there are 
good reasons against it, the financial year of all subsidiaries has to coincide with the 
financial year of the hMding company. A company with subsidiaries is required to 
produce group accounts disclosing the position and profit or loss of the holding company 
and of each of its subsidiaries. These include a consolidated balance sheet and a con- 
solidated profit and loss account, combining the position of the holding company with 
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that of the subsidiaries and showing separately the interest of any minority shareholders. 
Whilst this consolidated balance sheet serves to show the strength of the group, it is of 
little value otherwise to the banker who is lending to one of the companies in the group. 
In the event of collapse of the group, each company would be wound-up quite separately, 
so that from the gone concern aspect the banker is primarily interested in assessing only 
the worth of any amounts due to a holding company from its subsidiaries, or vice versa, 
and the value, if any, of shares held in subsidiaries, lo achieve this it is necessary 
to analyse the balance sheet of each individual company in the group. 

Firstly, the link between the holding company and its subsidiaries has to be con- 
sidered. 'fhe closer that link, the more dependent the companies are upon each other, 
and the greater will be the risk of the collapse of the group in the event of the failure 
of any one company. If in fact they trade to a marked extent between themselves, 
each playing perhaps an essential part in the production of goods marketed by the 
holding company, the fortunes of the group will usually rise and fall together, but in 
many cases a subsidiary may operate and trade quite distinct from the holding company, 
whose majority interest is in the nature of an investment rather than a trade connection. 
In general, the closer the trading link between the holding and the subsidiary company, 
the more pessimistic will be the outlook of the banker estimating the worth of the holding 
company’s interests in the subsidiary. Sometimes a holding company may itself be a 
subsidiary of another company, in which event there is a happy family group comprising 
perhaps a grandfather company, its subsidiary, the father company, and all its children, 
'fhe complications of cross entries and set-olfs between the members of such a family 
in order to value, say, the interests of the grandfather company in the father company 
can well be imagined il' an attempt is made to analyse all the balance sheets of the 
members of the group. 

The inter-coiiip'any nueresls have to be revealed in the balance sheets of botli the 
holding company and the subsidiaries. The holding company, according to Part II 
of the Eighth Schedule lo the Companies Act, 1948, must disclose the amount of its 
assets consisting of shares in subsidiaries, and show separately the amounts owing, whether 
on loan account or otherwise, fnmi or ro the subsidiaries. In tlte balance sheet of any 
holding company, theie \m11 thus usually be three items distinct from the other assets 
and liabilities of the company. 

1. Shares in subsidiaries. 

2. Amounts due lo ihe company from its subsidiaries. 

3. Amounts due from the company to its subsidiaries. 

The first two assets can be valued in the same way, although the shares are a fixed 
asset of the holding company, whilst the amounts due from the subsidiaries, unless on 
account of a long term loan, will be a floating asset, representing monies due lor current 
inter-company trading activities. 

The method of valuation is the same in principle as that now under discussion for 
any balance sheet viewed from the gone concern angle. If all the assets of the subsidiary 
are analysed and their worth assessed on the assumption that liquidation may occur 
in the indefinite future and the cash total representing the estimated proceeds is applied 
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first in payment of all the secured and preferential liabilities, any surplus will be available 
to meet the unsecured creditors, including the holding company which will rank pari 
passu with other trade and unsecured creditors, and take a dividend in the normal way 
if there is not enough to pay 205. in the £. In such event, the worth of the floating 
asset described as amounts due from that subsidiary is ascertained and the shares held 
in the subsidiary are valueless. On the other hand, if there is an estimated surplus after 
payment of all the creditors (and any preference shares), it will be available for the 
shareholders, and the holding company’s interest will be valued according to the pro- 
portion it holds of the total ordinary share capital of the subsidiary. Perhaps the following 
example will serve to clarify the principle. 

Southtown Bank have the account of X Ltd. I'his company wishes to borrow 
unsecured and produces a balance sheet w^hich reveals that it holds shares valued at 
jC20,000 in a subsidiary, Z Ltd. In addition, there is £15,000 due by Z Ltd. to X I.td., 
but nothing owing by X Ltd. to Z Ltd. The facts are clear from the balance sheet and a 
search at Bush House against Z Ltd. reveals that its issued share capital comprises 
£15,000, 6 per cent, preference shares, all held privately, and £30,000 ordinary stock, 
of which £20,000 is held by X Ltd. In response to the request of the bank, the directors 
of X Ltd. produce the latest audited balance sheet of the subsidiary, Z Ltd., and tliis is 
analysed on gone concern lines. It is estimated that the assets would produce upon a 
forced sale £100,000. Total creditors of Z Ltd. amount to £76,000, so they will all be 
paid in full and the item of £15,000 in the balance sheet of X Ltd., being monies due from 
Z Ltd., is therefore worth its face value. There is a surplus of £24,000 remaining after 
settling the claims of all creditors, but £15,000 of this is taken by the preference share- 
holders possessed of prior rights to the ordinary shareholders in the event of liquidation. 
Thus £9,000 remains for the equity capital, of which £20,000 out of £30,000 issued, or 
two-thirds thereof, is owned by X Ltd. It follows that the item “ shares in subsidiary 
£20.000 ” in tlie balance sheet of X Ltd. is worth, from this standpoint, £6,000. The 
minority shareholders take the remaining surplus of £3,000. Many subsidiaries to-day 
are wholly owned by the holding company and it is therefore’ convenient to adopt the view 
that any surplus remaining after payment of all outside creditors will be available to the 
parent concern. 

Whether the banker thinks it necessary to indulge in such a detailed analysis of subsi- 
diary company balance sheets in order to estimate tlic value of the interests which the 
holding company customer has in its subsidiaries, will naturally depend upon the extent 
of those interests in relation to the other assets of the borrowing company. Where the 
holding company is essentially an investment company, it will usually be preferable to 
lend direct to the subsidiary or subsidiaries which actually need the temporary accom- 
modation and have the trading assets to support the proposal. In other cases where the 
holding company is the main productive unit, the interests in subsidiaries may perhaps 
be ignored or assessed at a prudent nominal value without resort to complicated calcula- 
tions which, at best, are only remote estimates. In other words, the method must 
suit the case under review, instead of slavishly following a standard system regardless 
of the main point at issue. The foregoing paragraphs, however, describe the methods 
available to the banker if it is considered desirable and necessary to value the interests 
which a holding company borrower may have in subsidiary companies. They are all 
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separate legal entities and the loan will be the liability of the borrowing company and not 
of the group. 

Loans to Directors {or Proprietors) 

With limited company customers, this item can now appear only in the balance sheet 
of an exempt private company, because Section 190 of the Companies Act, 1948, made 
it unlawful for any other company to grant a loan to a diiector. There are very limited 
exceptions which do not concern us here, but where the asset does appear it may con- 
veniently be regarded from the banking standpoint as a fixed asset, because its likelihood 
of speedy repayment will usually be remote. Where any advances have been made to 
directors or officers of a company, such loans must be disclosed separately in the balance 
sheet, in aggregate, together with any loans made or repaid during the period since the last 
balance sheet. (Section 197). Thus any borrowing by directors cannot be hidden from 
creditors or shareholders of the company. The only exceptions to this duty of disclosure 
are loans not exceeding £2,000 made by a company to any employee in accordance with a 
special scheme for the staff, and loans made in the ordinary course of business by a 
company, whose normal business includes lending money (e.g., a bank). The balance 
sheet of a limited company, therefore, will reveal die position clearly and the first query 
from tlie banking standpoint will surely be that tlic company has lent surplus funds to 
directors yet now requires to borrow from the bank. The reason for this policy may 
demand analysis according to the extent of the loan to the directors, who may well be 
unable to repay tlieir debt. Perhaps they were unable to obtain financial assistance from 
other sources and the alleged floating asset of the company is in reality frozen. 

for break-up purposes, the value of such loans will naturally depend upon the known 
financial standing of the director or directors concerned. Their names will not usually 
be disclosed in the balance sheet, but where the amount is material details should be 
obtained, and, if they arc already borrowing from the bank on personal account or if they 
are guaranteeing the company’s overdraft, their financial position may need to be closely 
watched. If tliey are customers of another bank, discreet enquiries may be thought 
necessary. Unless the directors arc of undoubted financial standing with adequate 
resources outside the company itself, this type of asset can have little value from the gone 
concern standpoint. It may even discourage the banker from lending to the company 
in case further funds are diverted into loans to directors. 

This concludes the survey of the typical assets which may be regarded as fixed assets 
from the banking standpoint. It is helpful to sub-total the forced sale values at this 
stage so as to see at a glance the minimum amount which such assets are estimated to 
realise in the event of failure. They will certainly be there upon liquidation or bank- 
ruptcy, but with cash shortages in previous months or years they will be in a poor condi- 
tion, with repairs neglected and renewals deferred. Moreover, they are unlikely to 
command a wide market and may even be impossible to sell except as scrap. The drastic 
reduction which is usually made in the value of each item may at first appear to be 
extreme, but it is hoped that the reader will now realise the need for prudent pessimism 
in the light of past costly experience. 

(Next month typical floating assets which appear in the balance sheets of customers 
will be discussed from the banking standpoint.) 
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Lloyds Bank Chairman 

The Rt. Hon. Lord Balfour of Burleigh, D.C.L., D.L. 

A CHANGE in the chairmanship of a clearing bank is a major event. When, 
moreover, it involves two personalities who have made their mark in many 
spheres of activity, it must attract widespread and keen interest. Such is the 
case with the change in office at Lloyds Bank. The outgoing chairman, Lord Balfour 
of Burleigh, forceful, dynamic, and a man of many parts, makes way for the younger, 
but also many-sided. Sir Oliver Franks. 

Lord Balfour of Burleigh is a direct descendant of the grandfather of Robert the 
Bruce. The title was created in 1607 and, being a Scottish title created before the Act 
of Union between Scotland and England, it can pass in the female line. 'Fhe title in 
fact passed to the Bruce family through the marriage of a sister of the fifth baron, who 
was unmarried, to Bruce of Kcnnet, Lord Balfour of Burleigh’s ancestor, 'fhe fifth 
baron having been concerned in the Jacobite rising of 1715, the title was attainted in 
the following year and was restored only in 1869 to the father of the present I.ord, who 
is thus the seventh baron ; but for the attainder he would have been the eleventh. 
Lord Balfour of Burleigh’s father, the sixth baron, held Cabinet office as an outstanding 
Secretary for Scotland from 1895 to 1903 and was chairman of many Royal C’ommissions. 

Lord Balfour of Burleigh began his career in the City in 1907 as a clerk with the 
Alliance Assurance. As a boy, he suffered from lung trouble and was compelled to 
spend the winters in Switzerland. The knowledge of languages then gained stood 
him in good stead when the first World War broke out. Enlisting as an interpreter^ 
he went to France in September, 1914, and served with the Indian Corps through the 
first winter in Flanders. After being wounded in the attack of May 9, 1915, he was 
transferred to Intelligence and sent to Paris for special work. During the war he was 
mentioned four times in despatches, was awarded the brevet of major and became a 
holder of the Legion d’honneur. 

After demobilisation he returned to the City and from 1923 to 1935 he held a 
partnership in a bill-broking business, Henry Sherwood and Company. 'Phis made 
him known to the banks and began his rise to positions of authority. In 1928 he was 
appointed to the board of the Standard Bank of South Africa, and in the following year 
to the board of the National Bank of New Zealand, of which he subsequently became 
chairman in 1938. 

In April, 1936, when the District Bank joined the London clearing, Lord Balfour 
of Burleigh became a director of that bank and its representative on the Committee of 
London Clearing Bankers. In April, 1945, the District Bank released Lord Balfour 
so that he could join the board of Lloyds Bank, of which he became Chairman on 
January 1, 1946. Fie was subsequently appointed to the boards of the Yorkshire Penny 
Bank, Bank of London and South America, Lloyds and National Provincial Foreign 
Bank and (as an extraordinary director and later deputy governor) the National Bank 
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of Scotland, as well as of Alexanders Discount Company. Since 1927 he has been a 
member of the Australian Mutual Provident Society’s London board of which he is 
now chairman. 

In 1948 he began a term of office for two years as President of the Institute of Bankers. 
From 1950 to 1952 Lord Balfour served as chairman of the Committee of London Clearing 
Bankers and President of the British Bankers’ Association, his term of office thus 
including the period in which Bank rate was raised and new monetar>’^ policies adopted. * 

His activities have not been confined to the City. Since 1923 he has been a 
Representative Peer for Scotland, a responsibility that he has taken seriously, as his 
speeches in the House of Lords show. He is Deputy Lieutenant and J.P. for 
Clackmannanshire, in which county his home and estate at Bnicefield is situated. 

Public service has made extensive calls on his time. He was Chairman of the 
Medical Research Council from 1936 to 1948. He is an Alderman of Kensington 
Borough Council, having been a ("ouncillor from 1924 to 1949, and Chairman from 1926 
to 1949 of the Kensington Housing Trust, of which he is now^ President, and was an 
original member of the Central Housing Advisory Committee. He was President of the 
Royal Sanitary Institute from 1931 to 1941 and Chairman of the 1943 Scottish Hill Sheep 
Farming Committee, on whose report the Hill Sheep Act wus founded. He is at 
present Chairman of the Hill I.ands (North of Scotland) Commission, charged with 
promoting the development of cattle rearing. LTntil it was nationalised. Lord Balfour 
of Burleigh was a director of the London and North Eastern Railway, was Commissioner 
for General Purposes of Income Tax Acts for the (>ity of London from 1928 to 1947 
and is currently Chairman of the Board of Land Tax Commissioners for the City of 
London, as well as Vice-President of the Association of Municipal Corporations ; 
Vice-President of the Building Societies Association ; an honorary member of the Royal 
Institution of C^hartered Surveyors, of the Institution of Municipal Engineers, and of 
the Society of Housing Managers. He is also a member of the governing bodies of 
Westminster School and Royal Lister Institute, and Treasurer of the Royal Scottish 
Corporation. He was given the Honorary degree of D.C.L. at Durham University 
in 1949. 

'Phis list of public duties w’ould seem to leave little opportunity for recreation. 
But Lord Balfour of Burleigh is an expert skater and curler, holding the gold badge 
for skating in the English style ; a sportsman who has spent many an hour shooting 
and stalking and a golfer wdio became Captain of the Royal and Ancient Golf Club of 
St. Andrews in 1949. He is a member of the Queen’s Bodyguard of the Royal Company 
of Archers. 

Lord Balfour of Burleigh did not inherit a large fortune with his title and it is a 
keen incisive mind allied to hard work and a determination not to be beaten by obstacles 
and setbacks which has enabled him to achieve his present position. His campaigns 
for improved housing conditions, dating from the time he went to live in Kensington, 
testify to his pertinacity. From the North Kensington slums his campaign was carried 
to a national level, and many of the pre-war Housing Acts contain clauses bearing his 
stamp. His interest in slum-clearing and replanning of cities endures to this day — he 
was the instigator and founder of Family Service Units — and the House of Lords 
recognises in him an authoritative speaker on housing problems. 
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He is fluent and convincing in speech and has made chairmanship into an art. 
He has a judicial mind that enables him rapidly to appreciate all points of view. Unfailing 
in courtesy he is both frank and sympathetic. To talk with him is a refreshing experience. 
He is fired by a zeal, probably inherited from his adventurous ancestry, that would do 
credit to a man half his age. 

His annual speeches to shareholders of Lloyds Bank have been notable for their 
reasoned appraisal of the economic position of the country. Earlier this year, at what 
now proved to be his farewell appearance as Chairman at the bank’s annual general 
meeting, he submitted a spirited addendum to his address which effectively confuted 
political arguments that the shareholder in general was gaining at the expense of the 
wage-earner. 


Sir Oliver Franks 

The Rt. Hon. Sir Oliver Franks, G.C.M.G., K.C.B., C^B.E., M.A., succeeds to 
the chairmanship of Lloyds Bank I.imited at the age of 49. Educated at Bristol 
Grammar School and Queen’s College, Oxford, Sir Oliver Franks became a fellow of 
Queen’s College in 1927 and subsequently a tutor and University Lecturer in Philosophy. 
On the outbreak of war in 1939 he was called to Government service, becoming Permanent 
Secretary to the Ministry of Supply in 1945. In 1946 he returned to an academic life, 
as Provost of Queen’s College, but forsook it on his appointment as British Ambassador 
at Washington in 1948. After an ambassadorial career of four years he returned to this 
country, and in March, 1953, he accepted an invitation to join the Board of Lloyds 
Bank Limited. In June, 1953, he was elected Deputy Chairman, and the announcement 
of this appointment stated that it was the intention that he would, in due course, succeed 
to the chairmanship of the bank. 


Banking Appointments, etc. 


Barclays Bank Limiti-d 


Head Office . 


Head Office, Staff Depart- 
ment. 

Head Office, Trustee De- 
partment. 

Belgravia .... 
Blackfen .... 
Lea Bridge Road, 323 
Leadcnhall Street 
Norwood, West . 

Pnrlcy 

Basingstoke .... 
Bicester .... 


Mr. F. C^. Woodward to be an Assistant General Manager. 

Mr. A. S. Bates, of T rustcc Department, Chief Office, to be an 
Assistant General Manager. 

Miss M. J. C'arey, of Head Office, Staff Deportment, to be an 
Assistant Staff Manager. 

Mr. E. N, Adcock, of T'rustee Department, Chief Office, to be 
'i'rustcc Manager. 

Mr. R. B. L. Moyle, of Purley, to be Manager. 

Mr. W. D. Glanficld, of Head Office, Unattached, to be Manager. 
Mr. A. P. Thomas, of Romford, to be Manager. 

Mr. C. F. Blake, of 54, 1-ombard Street, to be Manager. 

Mr. R. H. Stone, of Blackfen, to be Manager. 

Mr. N. A. Goodliffc to be Manager. 

Mr. R. B. Pinniger, of King Street, Reading, to be Manager. 

Mr. R. F. Hall, of Cornmarket Street, Oxford, to be Manager. 
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Huilth Wells and Llanwrtyd 
Wells. 

Chichester .... 
Ebbw Vale .... 
Haverfordwest 
Horncastle .... 
Ilkeston .... 
Kettering, Market Place 
Kettering, Silver Street 
l.ancaster .... 
Northampton 

Piilborough .... 
Rhayader .... 
St. Clears .... 

Sale 

Stockton-on-Tces 
Swansea, Wind Street 
Todmorden 

Wrexham .... 

Cannon Street Station 
Lombard Street . 

Minories .... 

Bradford, 69, Market .Street 
Cardiff, St. Mary Street 
Northampton 

Oxford, Cornmarket Street 
Reading, King Street 


Ecclcshall 
Llandudno . 
Nantwich 


Pali Mall, S.W. . 

Barni'.t.'iplc 

Bexlcyhealh 

C'anterbury 

Covent Ciardcn, W.(^ 

Horsham 

I.aw CxjLirts, W.(^. 
Llandovery 

399, Oxford Street, W. 
Pembroke Dock 
Queen Street, C.ardiff. 
Rhos-on-Sea 
Tenby .... 
Westminster House, S.W. 


Mr. J. H. Evans, of Rhayader, to be Manager. 

Mr. H. Clarkson, of Basingstoke, to be Manager. 

Mr. D. W. Jones, of Bridgend, to be Manager. 

Mr. R. L. Morris, of St. Clears, to he Manager. 

Mr. J. G. Freeman, of New ark-on-' Trent, to be Manager. 

Mr. W. W. Brock, of Mansfield, to be Manager. 

Mr. C. J. E. Steff, of Northampton, to be Manager. 

Mr. F. L. Hubball, of Ilkeston, lo be Manager. 

Mr. F. Boardman, of Sale, to be Manager. 

Mr. E. II. Hyde, of Market Place and Silver Street, Kettering 
Branches, to be Manager. 

Air. D. B. Evans, of Southampnm, Shirley, to be Manager. 

Mr. J. R. Jones, of Idanwrtyd Wells, to be Manager. 

Mr. D. G. Peregrine, of C^armarthen, to be Manager. 

Mr. A. M. Gunn, of Manchester, Deansgatc, to be Manager. 

Mr. K. Turnbuii, of Stockton-on-Tces, to be Manager. 

Mr. H. Watkins, of St. Mary Street, C'ardiff, to be Manager. 

Mr. W. H. Newby, of Alanchester, Corn Exchange, to be Manager. 
Mr. W. E. S. Morse, of Builth Wells and Llanwrtyd Wells, to be 
Alanager. 

Mr. R. M. Cooper to be Assistant Manager. 

Mr. C. E. O. Millctt, of Cannon Street Station, to be an Assistant 
Manager. 

Mr. L. Bristow, of Head Office, Advance Department, to be Assistant 
Manager. 

Mr. E. Whittle, of Cross Street, Manchester, to be Assistant Manager. 
Mr. E. Morris, of Cardiff Docks, to be Assistant Manager. 

Mr. A. Starling to be Assistant Alanager. 

Mr. F. C. Mitchell, of Guildford, to be Assistant Manager. 

Mr. C. V. Toole, of Winchester, to be Assistant Manager. 


District Bank Limited 
AAr. J. H. Perrow, of Garstang, to be Alanager. 

Mr. S. L. Wood, of ('ohvyn Bay, to be Alanager. 

Air. R. W. Lomas, of 35, Fishergate, Preston, to be Manager. 


Li.oyds Bank I.i.mitfd 

Air. W. R. Pilcher to be a Sub-Manager. 

Air. L. E. Dolbear, of Horsham, to be Manager. 

Air. A. H. CAHunbes, T.D., of C'ovent (hirden, W.t3., to be Alanager. 
Air. T. Al. Barker to be .Manager. 

Air. A. ] . l^avis, of Administration Department, Head Office, to be 
Sub-Alanager. 

Mr. R. H. Pepler, of Advance Department, Head Office, to be 
Alanager. 

Mr. Al. T. Wilson, Al.B.E., of Pall .Mall, S.W’., to be .Manager. 

Air. D. 'T. Lewis, of ('ardifV, to be Manager. 

Air. R. B. W’oolley, of W’oohvieh, .S.l:., to be Sub-Manager. 

Mr. H. G. Anfield, of Abcrystwyili, to be Manager. 

Mr. F. G. Maltbews, of Pembroke Dock, to be Manager. 

Air. T. Ci. Nield, ot' Llandudno, to be Manager. 

Air. G. L. H. Blackmi^re, of Pontypridd, to be Manager. 

AIt. N. W\ Dierden, of Inspection Staff, to be Sub-Manager. 
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Consett .... 
Guisborough 

Lanchestcr .... 
Manchester, Queen’s Park. 
Newcastle-upon-Tyne, Els- 

wick. 

St. Anne' s-on- the- Sea 
St. John’s Chapel 


Martins Bank Limited 

Air. W. D. Jennings, of Lanchester, to be Manager. 

Mr. J. W. Garbutt, of Barnard C^astle, to be Manager. 

Mr. J. E. Davy, of St. John’s Chapel, to be Manager. 

Mr. R. Ashburn, of Manchester District Office, to be Manager, 
Mr. D. J. Palmer, of Gallowgate, to be Manager. 

Mr. C. Spencer, of Queen’s Park, to be Manager. 

Mr. G. Wiseman, of Guisborough, to be Manager. 


Head (')ffice 


London : Raker Street 
London : East Dulwich 
London : Fleet Street 
London : 'l ooting Broad- 
way. 

I-ondon : Upper Tooting . 
Bentham .... 
Birmingham ; Small Heath 
Leicester : Granby Street . 
Idverpool : East . 

Petts Wood .... 
Prescot .... 

Rochdale .... 
Settle .... 
ShcMield; Abbeydalc R(^ad 
Southport .... 

Staplcl'ord .... 
T'honiton Heath . 
Wolverhampton : Lichfield 
Street. 


Midland 1?ank Limited 

Mr. J. A. Cave, of Lichlickl Street, Wolverhampton, and Mr. N. 
Withey, of (^li>th Hall Street, Huddersfield, to be Superintendents 
of Branches. 

Air. E. E. Owen, t>f Presem, to be a District Stalf Superintendent. 
Air. V. E. Alills, of Upper 'looting, to be Alanager. 

Air. A. Oonk, of Bromley, to be Manager. 

Air. R. Cr. D. Hawkins, of Baker Street, to be Alanager. 

Air. J. Stowers, of 'I'horiiton Heath, to be Alanager. 

Air. L. E. Beadle, of Coleman Street and Moorgate, to be Manager. 
Air. N. Atkinson to be Alanager. 

Air. R. S. Baldi>ck, of Smithfield, Birmingham, to be Alanager. 

Mr. J. Harrison to be Assistant Manager. 

Air. T. A. Dawson, of Wilmslmv, to be Alanager. 

Mr. B. T.. Simmonds to be Manager. 

Mr, II. Hall, of King Street, Manchester, to be Alanager. 

Air. Cj. Ashton to be Manager. 

Mr. P. D. W’ilson, (^f Bentham, to be Alamigcr. 

Air. li. F'airburn, of Woiulhouse, Sheffield, to be Alanager. 

Mr. Ci. P. Hilldnip, of East brancli, Liverpool, to he Assistant 
Manager. 

Mr. G. B. Bellamy, of Arkwright Street, Norringluim, to be Alanager. 
Air. W. Ckjnn, of Cheam, to be Manager. 

Mr. P. j. Wardle to be Assistant Manager. 


'Pul Nai’ionai. Bank of Australasia Limited. — Mr. R. E. Ash to be London General 
Alanager and Air. 'E. B, C. Bell to be Manager, J.omion Office. Air. W. 'f. Hall has been re- 
transferred to the Australian Stalf and appointed Alanager, Eoreign Department at Heatl Office, 
Melbourne. 


Beaumaris .... 
Aston Manor, Birmingham 
Daventry .... 
Fakcnham 

Hanley 

Leamington Spa 

Leeds 

Market Drayton . 
Northampton 

Redruth .... 
To be Inspectors of 
Branches. 


Nation.\l PRtmNciAL Bank Limit iii> 

Air. A. L. Williams, of I lolyvvcll, to be xManager. 

Mr. F'. N. Roddy to be Manager. 

Mr. C.. D. Abbott, of Market Drayton, to be Manager. 
Air. H. Down to be Manager. 

Air. W. M. C 'raven, of Leeds, to be Manager 
Mr. R. O. Broughton, i>f Stevenage, to be Manager. 

Mr. W. l^lviss to be Assistant Manager. 

Mr. L. C. Pritchard, of West Bromwich, to be Manager. 
Mr. H. F^. Ca)okc to be Sole Manager. 

Air. W. Ci. Allen, of Hay-on-Wye, to be Manager. 

Mr. ii. W. Smithson, of Smiths Bank, Nottingham. 

Mr. W. In Ward of Middlesbrough. 
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T'hi- Royal Bank oi- Canada.— Mr. J. R. Pcct to be Resident Inspector ol Venezuelan branches 
and Manager of C'aracas branch. 


Auehterntueluy . 
t'lyilcbaiik 

"rr.'idcsLon, (ilasgou 


'fHE Union Bank of Scotland, Limited 
Mr. Ciavin Lawric McLuggage to be Manager. 

Mr. Prcdcriek William Sirachan, of Bolhwcll Street, Olasgovv, to 
he Manager. 

Mr. T homas Dykes, of T’rongaie, ( jlasgnw, to he xManager. 


Head (^Hii e .... 

Berkelev Square . 
Birkenhead and Bebington 
Bnuidesbury 

( helmsU.u'd Trustee Branch 
(new ranch;. 
in>n (lale, Der!'>y 
Row Gardens 
Liverpool . . . . 

Maldoii, lisscx 
Preslon .... 
Ramsey ..... 
St. Ann’s Well Ro.kI, Nvi- 
tingham. 

St. luhii’s Wood 
Walham tirecii 
W'alioii, Liverpool, Kirkby, 
ni. Liverpool, and 
Stanley Ri>ad, Bootle. 
Wemblev, Ri'\gsbury, and 
Wembley Bark. 


\Ve.stmin.sti.r Bank Limited 

Mr. J. T.oftus,of St. Ann’s Well Road, NtHtingham, to be an Inspector 
of Branches. 

Mr. ('. D. C'ollin.s, of Regent Street, to be Man.jger. 

•Mr. VC’. <j. Flinn, ol Rarnscy, tn be xManager. 

Mr. j. ( i. Brewer, of Sloane vSquare, to be xManager. 

Mr. K. D. Neil, of T rustee Department, to be xM^anager. 

xMr. J. B. Clay to be Assistant Manager. 

.Mr. li. (.'handler, of Iraling, to be Manager. 

xMr. A. Scarisbrick, T'.D., of Walton, Liverpool, Kirkby, near Liver- 
pool, and Stanley Road, Bootle, ti> be Assistant Manager. 

.Mr. W. L. llarrap, <ii Bury St. 1. Edmunds, to be Manager. 

Mr. J. xMalburn, of Liverpool, to be .Manager. 
x\ir. S. ('. Kissack, of Ca'^tlcrown, \o be x^lanagel•. 

Mr. ('. W. K. Borsley, of xManslield, to be .Managei. 

xMr. R. V. Lucas, of Berkeley Square, to he Manager. 

.Mr. A. xM. Phelps, of Victoria, be xManager. 
xN'lr. T’. Dawson, of Wavertree, to be xManager. 


xMr. S. W. Gilbert, I'f Brondc.sbuiy, to be Manager. 


New Branches, etc. 

Bank oi- Ade.i.aide. — A\ Kilkenny, Siiiith Austialia \^lornierly an agency). 

The I 'iiARii-.RED Bank oe 1ndl\, .\u.stralia and (Tii.na. — .\ i Rluuuii Penh, Cambodia. 

Li.oyd.s Ba.nk Llmiied. — -.A t 189, ,Shenley Road, Boreham Wood ; .\shby . Sub. to Scuntliorpe^ ; 
Stanley (battle xMarket (Sub. to Livcrpoi>l' ; and at 22, .Ainwell Street, IliNldesdnn (Clork- 
in-( 'barge branch, sub. to Hertford). 

a:.\htins B.\nk Llmiied. — A nnfield Plain branch iu>w under the .supervision of the Consett 
xManager. Stokesley branch (Sub. lo Stoekton-on-T'ecs > is raised to ilie status of a full 
bi>ok-keeping »>ihce under e(.)iilrol of the Guisborough Manager. Ilutto.n Rudby branch now 
sub, to Sti'kcsley. 

Midi ANE) Bank Limited. — A t Petts \\\H»d (formciTy under the management of Bromley branch). 

Na'iionai. PRc.)ViNt'i.\i Bank Limited. — A t Fakcnham. 

T he Standard Bank oe Sou l it xXerh’A. — At Ciold Street, Johannesburg, and Virginia, Grange 
lu'ce Slate (formerly agenc;ies). 

Westminster Bx\nk Limited. — x\ TTustee branch at Chelmsford. 


31a 
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100 Years Ago 

From The Rankers Magazine of November, 1854 
rF:OPLH’S INVHSTMHN'rS 

An important element in the development of social progress, and the promotion of 
the comfort and happiness of the masses, is the encouragement of provident habits, by 
affording facilities for the safe, and, as far as may be, the profitable investment and 
accumulation of those trifling sums which, only wiiile in the enjoyment of health and when 
employment is abundant, those who arc altogether dependent upon the labour of their 
hands are enabled to lay by. Hie rigorous self-denial w^hich must be exercised by the work- 
ing man to put aside anything out of his wx*ekly wages, after paying rent and providing the 
necessary food and ckuhing for himself and family, even those who arc next above him 
in the social scale are scarcely cognisant ; though there arc a few amongst us who would 
be disposed to question the great value of those liiile investments to soeiety in general, in 
fostering industrial habits, and lessening the aggregate of intemperance, pauperism, and 
crime. But, as these results arc desirable, so is it essential that the stability and trust- 
worthiness of the various instiiurions which compete for the poor man’s investment, should, 
as far as possible, be tested. It is obvious, that if from any cause the reward of the self- 
denying and systematic economy which enabled the investment to be made, sht^uld turn 
out to be the loss of the capital deposited, or even of the anticipated profit, it would, in 
iiinctecn cases out of twenty, operate as an effectual barrier to further elTort on the part 
of the same individual, and probably of all over whom his example and influence extended. 

In years gone by, the poor man never thought of attempting to secure an independence, 
or to make provision for sickness or old age, by accumulating small savings from time to 
time. If he could manage to scrape together a pound or tw’o in the course of the year, it 
was, if not wasted in a debauch, in the majority (ff' cases expended in the purchase of a 
share in a untery ticker. But the ruin of thousands, morally as well as pecuniarily, by that 
vicious system — the inveterate habits of gambling and undue speculation which it generated, 
at kngth brought about its abolition by legislative enactment ; and thus the door was 
closed upon that W'hich for many years was possibly the most pt>pular of all speculations, 
and the most certain means, except the gambling table, of' losing money, that w^as ever 
known. 

Alnn)st the only other means of investment at that time and for some years subsequently 
open to those whose only capital was their labour, were the old beneht societies — the bulk 
of which failed at the moment they were most needed, that is, when the benefit was 
claimed ; their tables having been calculated upon the amount of sickness and the rate of 
mortality in comparatively young lives, w^ithout taking into aecv)unt the increasing demands 
wliich the ageing of those lives brought upon the sick, the superannuation, and the death 
funds. 'Fhe disappointment and misery which that failure entailed upon a large pro- 
portion of the most deserving classes of the community, contributed mainly to the 
popularity with which the savings banks, w'hich liad then just been established, were 
regarded, and which, being under Government contn)l, and based upon principles which 
assured to the depositor the return of his capital on demand, together with a moderate 
but certain rate of interest, afforded to him that security which no class of investment 
he could up to that lime command, gave. 'I’wo or three isolated instances, where neglect 
or gross mismanagement had occasioned loss to a cxmiparatively small number of depositors, 
and which the Government, though they afterwards took steps to prevent recurring, declined 
to bear the responsibility of, raised some alarm in the public mind, as to the stability of 
even these institutions . . . 


November 3 1954 
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Monetary Review 

C REDrr supplies varied considerably during the greater part of last month, but 
in general Lombard Street had dillicult conditions to contend wnth. An acute 
shortage developed at the end of September the discount market escaping, 
narrowly from having to borrow at the Bank of England, and the demand for accommoda- 
tion exceeded normal supplies of credit for several days at the beginning of October. 
Fhc market then became much easier, with funds so plentiful that the authorities found 
it desirable to dispose of the surplus by re-selling bills to the markel. 

Another spasm of stiingcncy occurred at the middle of die month, when rather 
heavy transfers of revenue from the banks to the 'freasury coincided with exceptional 
withdrawals from the market in connection with the transfer of oil industry funds. 
Up to 3 per cent, was paid for overnight loans, and the second Iialf of the month found 
ihe discount houses stmggling to balance their book^ on most davs. 


Market Rates — Bank Bill? 



Ploatinj? 

iNtoncy 

Three 

Four 

Six 

Bunk 

Hate 

Date of last 
Alteration 

Sept. 2 3, 1954 

o 

o 

• ■ M-l, 

Months 

o 

,o 

1 • 

.Mom ns 

o 

,o 

Months 

o 

I;-!].: 

o 

o 

■> 

1 

May IJ, 19'5 l. 

i 

Oct. 21, 1954 

. . 11-1': 


iMi.: 

3 


Movement 


With credit generally scarce, the discount houses required fairly regular assistance 
from the special buyer of bills, which was given niainlv by purchases I’rom the banks, 
'flic rates at which this made money was passed on to the markel were frequently 
above normal. December and early January bills were occasionally bought by the 
banks at L'lS per cent, against a ruling rale of 1,1., in spite of resisiance by some 
houses to parting with bills at the higher tigure. After having been reduced fractionally 
in the last week of September to conform to the lower rreasurv bill allotment rate, the 
discount houses, rates for buying commercial bills were unaltered. 

Having increased their lender price for 'rreasurv bills at the last olfering of 
September in order to obtain a reasonable supply of end-year bills, the discount houses 
raised their bid further to £ 99 . 12.s'. at the tender on October 1. 'fhis increase was 
partly due to a desire for a good allotment of early January bills, which are popular 
maturities with the banks since they mature when large sums of revenue are being handed 
over to the Treasury. The raising of the tender price had the desired elfect, the discount 
market allotment amounting to 74 per cent, ol' apt'>lications, the highest ratio this year. 

In subsequent tenders the discount market’s aim was to secure as high an allotment 
as possible in the face of anticipated heavy applications from other tenderers, and 
although the market’s proportionate allotments were smaller than at the beginning of 
the month, they were still of reasonable size, 'fhis, however, was only achieved by 
maintaining the tender pric/^ at the previous higher level in spite of rather stringent 
conditions in the short-loan market. 
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MONETARY REVIEW 


In the absence of any special factors affecting the size of the tenders, the Treasury 
has now settled down as a regular borrower each week on tender bills. The amount 
of new bills allotted over corresponding maturities was just over £100 million last 
month. 

TREASURY BILLS 


(OOO's fOOO’s omillcd) 


Date 

*niiN 

llilK 

Averaoe Rate 

Date 

*Bins 

Bills 

.\veraae Rate 

1954 

Otlerea 

£ 

Applied for 
£ 

s. 

d. 

1954 

Ollcrcd 

£ 

Applied for 
£ 

s 

d. 

Feb. 

26 

. 250,000 

400,765 

41 

3 :37 

July 2 

. 270,000 

383,955 

32 

3 41 

M‘dT. 

5 

. 270,000 

412,905 

41 

3-83 

„ 9 

. 270,000$ 

396,195 

31 

3 09 


12 

. 270,000 

414,560 

42 

2-61 

„ 16 

. 240,000 

433,145 

31 

2-27 

93 

19 

. 260,000 

365,575 

42 

3-64 

,, 23 

. 230,000 

423,055 

31 

2-52 

99 

26 

. 270,000 

405,205 

42 

3 62 

„ 30 

. 240,000 

414,220 

31 

^2-8 

Apr. 

2 

. 270,000 

399,040 

42 

4 01 

Aug. 6 

240,000 

397,585 

31 

3 02 

99 

9 

. 270,000 

392,195 

42 

405 

13 

. 250,000 

387,485 

31 

10-56 

99 

15 

. 2 30,000 

417,175 

41 

7-41 

„ 20 

. 260,000 

398,245 

32 

2-66 

31 

23 

. 230,000 

415,375 

41 

7-34 

„ 27 

. 260,000 

422,715 

32 

vl9 

31 

30 

. 230,000 

437,545 

40 

11-36 

Sept. 3 

. 270,000 

398,625 

32 

4 02 

May 

7 

. 240,000 

405,615 

40 

10-84 

„ 10 

. 270,000 

397,830 

32 

10-75 

99 

14 

. 260,000 

391,695 

34 

1-75 

,, 17 

. 280,000 

402,545 

32 

li-74 

31 

21 

. 270,000 

400,655 

34 

3-24 

„ 24 

. 280,000 

427,990 

32 

v86 

33 

27 

. 270,000 

426,825 

34 

3-33 

Oci. 1 

. 280,000 

397,680 

32 

0-2 3 

June 

4 . 

. 270,000:|: 

414,325 

32 

11-61 

» 8 

. 280,000 

417,720 

31 

11-50 

33 

11 

. 260,000t 

418,325 

32 

356 

» 15 

. 270,000 

429,120 

31 

11 18 

33 

18 

. 260,000t 

400,440 

31 

7-57 

„ 22 

. 260,000 

416,470 

31 

11-30 

31 

25 

. 260,000 

426,015 

32 

1-48 






*'’1*0 be taken up duririf; following week. t Undcr-allottcJ by £20 million. t Uruler-allottcJ by £10 iitillion. 


Changes recorded in the Bank of England returns were relatively unimpi^rtanL. 
The active note circulation in the early part of the month reflected the usual return of 
currency after the holiday outflow. LToin now on, the circulation may be expected to 
rise fairly consistently until Christmas, and it goes without saying that a fresh cxpansitui 
of the fiduciary note issue from its present level of £1,675 million will he necessary within 
the next tw^o months — possibly to a ligure beyond the record fiduciary issue oj' £1,750 
million established in July last. 

The slackening of stock exchange business at the end of September proved to be no 
more than a temporary phase. Markets were good again during the greater part of 
last month, with gilt-edged stocks rather firmer, in spite of the diversion of interest of 
some institutional investors to tlie John Summers issue. Industrial equities moved 
ahead again, wath the assistance of further good company dividend and profit statements 
and several caipitalisation schemes, buyers ignoring the inevitable ettbci on industry of 
the prolonged dockers’ strike. In the foreign market, German bonds were a good 
feature, buying being stimulated by the success of the Nine-Power Conference. Elsc- 
w'here, one of the best markets was that for oil shares, a persistent demand being reported 
for the leaders and also for the shares of many of the smaller but still important oil 
companies. 

A good deal of conjecture was current last month as to the possibility of a new 
Government conversion operation before long. As far as actual issues were concerned, 
the most important was the ofl'er for sale of 9,000,000 ordinary £l shares in John Summers 
and Sons at 245. 6J. each. This issue, the fourth oft'er to be made of steel company 
shares in the course of the denationalisation of the iron and steel industry, was over- 
subscribed, and applications had to be scaled down in allotment, those for more than 
1,000 from the general public (not from previous investors in the company) receiving 
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only 34 per cent, of the amounts applied for. A moderate premium on the new shares 
was established almost immediately when stock exchange dealings started. -The success 
of this issue, as compared with its predecessor^, in the de-nationalisalion process, large) v 
reflects the improvement in general market conditions in recent nior\i)is, as well, perhaps, 
as a more conJident appraisal of the risks of a fresh nationalisation o!‘ iron and steel .at 
some future time. 

Apart from the Summers issue, last month witnessed a number of varied industr'cl * 
oti'ers, but these were made mostly to cxbiiri?^ holders of sccuriri; s jil the indivuii':)i 
coi npan i es concerned . 

BANKS HOI.niNG MORI- IThASURY BUJ.S 
The London cY'vririg banks’ combincil statcmeiU lor September sbiO'.vcdi a furdicr 
ativance in (iopv)sit‘^. a big eMp:uT-i''n (.f the in vtma.n? in. u'y Pi‘5 . 

(iross depc.sit;, a\)vanceii lo fO;a3S 9 mi’iioii, a n-ry lugh level idr tV.c v^uroait v:ar, a- ! 
net depf Mts wc *'.- /*.?0 o million high'"' at uiiilion, al'-o hi j’nest ‘iiv - 

December Iasi. iJiiv. l.itter inc^'ease, liov/cver, '.'-js less than half Ie' rise iii Auftn^t- 
September, !‘'‘ b and Lloyds .dank .-.caevuialls adir^V;-.'; index of r.*,'- o.epo, ..i':'.ii''ed 
from the alLtirnc rccortl ol' 1 10*1 in August to i i0*0 in September. 

'l ij-Mirc:. in /US^OO.OOO 

(.'..Wi .Vlnn.-y 1 Ji'ScO’-infs 



Dcpi.It,. N .1 ukI ii 

p.<.. i*' it 'l’ii.»N'trv 

M’.i- 1 

.. ''•l- 



X.. |). p...ii l..,\ 

f 

: 1,.-. ili!:- 

t-li'ls 

T a; . 

. vd . .'ll.Oi 

September, 

b.''- :s-9 b. ■•;{){' 2 S2() 9 

SI) -pfu i.Pi3 

< ' ■ J 

i'-n 3 

■ - • ■ ’ 

ISM . 

^.'PvS n,2/^>4 5M-S 

:• 2 'L'-S 1 .2.i8 


.1 il'O 

i.., 9 0 

Inly, 19:), 

'• Inn 1 (y. '• ; j 0 5 ’ • 

t • •: :7 M i 0 d 1 

11 .J O 

350 / 

! 3 ' 

lime, ia';l 

(• ^2 ( yyy ! yri ^ 

1 !‘i 1-3 1,0 9 0 

2 2 

.7 1 • -1 

! , ■ , 0 

M.i>, 

oO-J b.U)! j •■(•0 () 

V9 In', 1 

S 0 2 

a.;-: - 7 

!,7S-' .■) 

1'''. i 

('. / / n (),' 

•“ -t -Is- ’-2 ‘'94 9 


2 /9 9 

12/;:' ; 

Si 10 v} . 

V .2 ; ^2 9 1 1 •<'' 

S 2 7 7 7 ’ : 

V 

290 [ 

l."..' ' 

rd'-riKw,- I'v-l 

( : .7- ‘ .'.l .c ‘2 52 = 5 

n- 1 2 • )•( ■» 1 ,( ! 14 ( : 


. 7 

l./ n* 9 

binr'v.i-y P'- : 

1 >e (• <•, ! . ’ y o 

>• c ‘-i* 

, ■ i 2 

2 ■ ■■ \ 

i . 1 

I>e. c., !■ ■*, M ; 

■' 2 ii > 

.. j 7 1. ' : 

7 ‘ o 2. 

370 '* 

! .'-'■'■n-.-: 

l\«v. n .i\T, 1 S'.S » 

h, ’ S 0 '’.'95 7 '20 5 

cl , 

• /. 

2 * 5 : 

[ y:{> :■ 

( V’»nbei', 1 "i i . 

n. ’V ■■ 1 9, > 3 »• v 1 2 4 

J' i : 1.2 :9 ' 


• , 

i ,9 ' . ' 

Ni Cl . iiibei’, 19s > 

ic . :■ t. (,,(1'“ • • ’ S' , 

2 a ■’ i, -•2.3 '1 

'• 2'. 

. : -r i 

i,:a.2 s 

A.i-m,', 19 s 1 . 

9.2 iu l n 2 •;;() . 

S • 7 ! • - 1 i . 3 *’ 0 7 

s " .3 2, 

, ■ SI' .■ 

1 ,9/0-l 

An esparsiem 

e:' /2rb7 iniliio*! to ( 

[,[8L5 .million in the 

biiixs’ 

d’rea 

snrv bill 

j'K.nafolio was by bn 

\\\: most imj^c.rlant change araong llie assets. 

If 

v>*'!se! 

[ to . o^'ne 

extent by a decline 

ol l.20'2 million in the 

call loans ouL^Uuiding- 


: i-^r 

resenting 


the accommodarioti to the discount Tu ukc^ against bills ai’-d shi^ri-d ited Govcrtmver.t 
bonds. "I'hcsc conirarv inoNcmcnts .>ugg;:.-L diat tiie policy of iiuyirg ri’d '. in. ]n'cren:nce 
to lending monev against theng which was refened U) in '/‘//t’ i-i 

September last rp ige 27 >) is being C'oniinued. 

'Lhe aggregate holding of invest :ncpis increased by miilior, but (.10 miliio!i 

of this was due lo an incrca‘<c in die ii vcNlmenis oi'ib.e Nknioral Troi inei.d.. 7\ decline 
oi'/'l 3 'i- rnilliim 'o (‘lvSia-6 million in advance'- \ . gc-i' > de.,1 Ic'-s I'sc'! ^ .d"- *i.ne ' i: 

expected in view of thv^ calls which fell due diin'rig the I'cri.od on the recenr British 
Llcctricity loan. Since there is little doubt that a large part oi' the £-\0 million repro- 
scnied by these ''all . was used to reduce bank h'>ans, die Miiall vlc-ddnc in die total oi 
advances suggests that la.iproweis other than the deep icily ind’asirv os.'ie granted 
a large amount of additional accommodation. 
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Stock Exchange Values 

S TOCK Exchange price movements during the first half of October presented a 
contrast between fixed-interest and variable-dividend securities. British Govern- 
ment stocks were very steady under the influence of a consistent investment 
demand, particularly for the long-dated and undated issues. Talk of the possibility 
of a fresh Government loan operation in the early future had no great effect on the 
market. The firmness of the gilt-edged market kept other investment stocks steady 
in spite of the competition from new industrial debenture issues. The success of 
the Nine-Power conference brought in a demand for German bonds, and Japanese 
issues responded to better reports concerning Japanese finance and trade. Industrial 
ordinary shares went ahead strongly at the beginning of the month, but became rather 
hesitant later owing to the accumulating evidence of widespread labour unrest, although 
the latest company dividend and profit statements have been as encouraging as ever. 
In more speculative markets, rubber shares advanced with the price of the commodity, 
and there was a general improvement in oil shares. The second half of October w itnessed 
an all-round advance in Stock Exchange values, which, however, is not reflected in our 
usual mid-monthly statistics. 

Aggregate value of 365 representative securities on September 15, 1954 /'6,91 1,01 1,000 

„ „ „ 365 „ „ „ October 15, 1954 . £6,966, 1S9,000 

Increase . £55,17S,000 


OUR INDEX NUMBER 

Below will be found the movements in the index number of the security values of 
our list of 365 representative stocks from the year 1929 down to the present time. Limita- 
tions of space have made it necessary to omit each month our lengthy list ol' variations 
in the fixed and variable dividend securities over a period of years, but once a year 
(in the January issue) we give the complete list of the index numbers of those stocks. 
The total index number for October, was 125-4, as compared with 124-5 for the previous 
month. The index number of the fixed interest group now stands at 119-4, as compared 
with 118 9 for the previous month, and in the variable dividend list the index number 
is 138-1, compared with 135-9 for the previous month. 

Sbcurity Values Index Numuer 


f*Dccc*niber, 1921 - 100) 


Year 

Jan. 

Feb. 

Marcli 

April 

Alay 

June 

July 

Aij«. 

Sepr. 

(Vt. 

Nov. 

Dec. 

1929 . 

129-6 

1281 

127 3 

127-3 

125 6 

125-4 

126 5 

127 0 

121 ^ 

120-1 

120 9 

121 0 

1930 . 

121 7 

121-8 

123-3 

124 2 

121 9 

1190 

120 3 

118 1 

119 3 

117 6 

116 b 

114 4 

1931 . 

114-9 

112 6 

114 1 

1119 

1080 

108 6 

109 3 

104-3 

99 0 

103-1 

103 1 

98 5 

1932 . 

110 9 

101-7 

105 5 

102-1 

101-8 

100 6 

105 5 

108 4 

111 4 

112-5 

109 6 

109 4 

1933 

110 2 

111 1 

111 2 

112 4 

112 5 

114 3 

115 9 

117 6 

118 7 

118 4 

117 6 

117 6 

1934 . 

J20 4 

121-5 

122 9 

123-8 

122 6 

121-8 

122-5 

122-3 

122 8 

123-6 

126 9 

126 5 

1935 . 

128 5 

125-8 

123 7 

124 9 

125 8 

125-5 

126 4 

125 8 

120 6 

121-:3 

125 5 

12()-4 

1936 . 

128 1 

129 6 

128-6 

130-2 

1291 

128-8 

129 4 

131 0 

131 7 

133 9 

133 8 

133 1 

1937 . 

132 6 

129 7 

128 4 

123-2 

127-3 

125 6 

125-1 

125 0 

123 0 

121 6 

121 0 

121 2 

1938 . 

121 6 

120-7 

115 9 

119-2 

117-0 

1163 

118 9 

117-7 

113 8 

114-2 

1144 

112 4 

1939 . 

112 0 

111 7 

110 0 

107-1 

110 0 

109 8 

108-8 

107 4 

103-3 

106-3 

108 7 

108-7 

1940 . 

112-2 

114 3 

114 6 

114-1 

110 4 

104 6 

106 0 

107-8 

108 2 

110-0 

111 3 

112 0 

1911 

113 6 

112 8 

U? 9 

112 4 

113 3 

113 5 

115 6 

116 0 

117-5 

117 1 

117 8 

117-1 

1942 . 

118 5 

117 0 

117 0 

117-3 

117 2 

117 5 

118 1 

118-2 

119 0 

120 4 

129 0 

120-6 

1943 . 

122-7 

122-5 

122 7 

123 3 

122-3 

122 1 

123 3 

123-0 

123-1 

123 4 

1 22 6 

122 7 

1944 . 

123 3 

123 8 

123 6 

123 5 

123-S 

124 5 

125 0 

125 1 

124 6 

124 9 

125 3 

125-5 

1945 . 

126 1 

126-1 

126-3 

1271 

126-6 

126 4 

127 1 

12(1 1 

126-3 

127-0 

127-2 

126 8 

1946 . 

128 3 

128 9 

128 3 

130 1 

131 7 

132 1 

132 2 

lU-4 

130 4 

130 0 

132 1 

133 2 

1947 . 

133 8 

132 3 

132 2 

131 3 

132 0 

131 3 

131 0 

125 2 

123 7 

125 0 

125-6 

127 9 

1948 . 

128 8 

127 L 

126-8 

127-5 

128-2 

128-0 

126 9 

127 0 

127-1 

127 3 

127 6 

127-5 

1949 . 

128 0 

128 1 

126 7 

126-6 

126 5 

124 1 

122-1 

119 8 

119 9 

120 3 

117 7 

119 8 

1950 . 

119 1 

119 0 

118-8 

119 5 

119 7 

121-4 

119-9 

120-0 

122 3 

123 8 

124-0 

122 2 

1951 . 

123 6 

123 6 

122 8 

122-4 

1230 

122 3 

121 1 

120 5 

120 8 

121 3 

119 7 

115 9 

1952 . 

115 4 

114 7 

111-6 

112 9 

113-1 

110 2 

110 3 

no 7 

113-7 

112 6 

112 0 

113 0 

1953 . 

113-5 

113 9 

114 9 

115-1 

114-6 

115 2 

1149 

115 6 

115-7 

1169 

118-1 

117 5 

1954 . 

117-8 

118-9 

119-2 

120-7 

121-5 

120-9 

123-3 

124-8 

124-5 

1254 




* Date when Securities revised. 


November, 1954 
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T'ABLii — S howing Values of Securities and their aggregate Variation 

DURING THE PAST MONTH 
[ooo*s omitted] 


Nominal 
Amount (Ear 
Value) 


Department, 

containing 

Market Values 

St-pt. 15, 1*^54 Oil. 15, 1Q54 

Change on 
the Month 

Increase 

or 

Decrease 

Per c:cnt. 

* 

3,5(>6,600 i 

10 

1 

British and Indian h'unds 

£ 

3,385,462 

£ 

3,401,146 


£ 

15,684 

■f 

0-5 

58,950 i 

9 

C'orporation (U.K.) Stocks . ! 

51,892 

51,813 


79 

— 

0-2 

83,550 ' 

8 C'olonial Government Stocks . 1 

77,977 

78,037 

-f- 

60 

■f 

0-1 

22,300 

8 

C'.orporation Stocks (Colonial) . 1 

19,873 

19,931 

-1- 

58 

-f 

0-3 

21,050 

7 

13o. do. (L'oreign) . 

18,442 

18,638 


196 

4- 

M 

598,230 , 

26 

L’oreign Gtivcrnniciit Stocks . 

215,655 

216,171 

1 

519 

4- 

0 2 

254,655 

6 

British Railway Debenture Stks. 

1 30 1,278 

$301,278 





310,765 

6 

Do. do. Preference Stks. 

1:247,161 

$247,161 





132,000 

n 

United States Bonds (Gold) f . 

tl41,662 

$141,66? 



•• 


5,048,100 

87 L’ixed Interest Slocks . 

4,459,402 

4,475,840 


16,438 


04 

315,325 

13 

British Railway Ordinary Stocks 

1:72,406 

$72,406 




. 

18,900 

5 

Indian Railway Stocks 

26,614 

26,614 





88,350 

5 

C^olonial Railways 

121,204 

122,368 


1,1()4 

4- 

0 9 

474,000 

11 

United States Railway Shares . 

296,751 

301,962 

4- 

5,211 

-f 

1-8 

141,200 

20 

P'oreign Railways 

27,760 

27,760 





59,685 

13 

British Bank Shares 

210.881 

213,765 

+ 

2,884 

4- 

1-4 

43,000 

18 

(\iIonial and P'oreign Bank Shs. 

72,512 

/ 3,584 

4- 

1,072 

-f 

L5 

18,121 ' 

10 

Brewery Stocks 

67,907 

67,682 . 

- 

225 


0 3 

17,750 

7 

C'annls and Docks 

22,614 

23,344 


7 30 

-f 

V2 

146,916 

38 

Commercial and Industrial Shs. 

610,810 

I 618,655 

4- 

7,845 

+ 

L3 

9,537 

8 

Ulectric Lighting and Power 

’ 1:21,592 

$21,592 





15,100 

9 

h’inancial, I.and and Investment 
Shares 

31,474 

! 31,228 



246 

— 

0-8 

30,680 , 

7 

(las Stocks 

$27,895 

; $27,895 


. . 



9,343 

17 

Insurance Shares 

247.862 

248,989 

4- 

1,1.27 

4" 

0-5 

58,294 

14 

Iron, Coal and Steel Shares 

105,938 

107,095 

4- 

1,157 

4- 

M 

3,100 1 

5 

Nitrate Shares .... 

620 

, 668 


48 

+ 

7*7 

42,649 

10 

Oil Shares 

195,053 

1 208,937 

-1- 

13,884 

"b 

7-1 

5,402 

9 

Rubber Shares .... 

2,277 

2,346 

4- 

69 

4- 

30 

17,456 

5 Shipping Shares .... 

29,923 

: 30,859 . 

4- 

936 

4- 

31 

1,890 

6 

l ea Shares 

5,981 

1 5,944 

— 

37 

— 

06 

20,808 

9 Telegraphs and Telephones 

56,911 

; 57,164 


250 

+ 

04 

27,716 

7 

Tramways and Omnibus . 

44,828 

44,793 

- 

35 

— 

01 

29,517 

19 

South African Mines . 

95,38; 

. 95,126 

- 

261 

— 

0-3 

28,735 

: 6 

Copper Mining Shares 

46,110 

’ 48,732 

-t- 

2,622 

-b 

5 7 

11,859 

7 Miscellaneous Mining Shares . 

10,296 

1 10,841 

1 

-1- 

545 

+ 

5-3 

1,635,333 

278 

Variable Dividend Securities 

2,451,609 

i 2,490, :{49 

i- 

38,740 

4- 

1*6 

6,683,4J3 

365 

Grand totals . 

6,911,011 

; 6,966,189 

1- 

55,178 

■ 4" 

0.8 


t Designation of gold bonds retained though title apparently unwarranted, 
t Entered at vesting prices. 
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BANKERS’ MAGAZINE SHARE LIST 


BANKS 


l,A«t 

Total 

'Total 

DIvid/ nd 

for 

lor 

Actual 

Year 

Pi evil'll s 
■/c..r 

1/A 

. . 

1, ■ 

\.l 

2/4* 

2 ; 

9 . 



1 t 

. — 

f y.t 

•3 7 

«/ 

8-' 

/ 6 

- 

A 15 

2 ' 

- - 

6 ' 

30 cents 

— 

$l 40 

9 t 

— 

34 t 

40 1 enta 

- - 

51 : u 

1-4' 

— 

2-7 

V ,1. 


1 7 , 

1.'] ‘ 

1 1 


^0 -.entsi 


11-20 

1 '6 

— 

2.9 

6,/.* 

1/$ 

1 ^ 

2* 

44: 

'If 



1 P52./. 

1/ 



*! 

1/ 

— 

2 

2/ 

— 

A 

3 ■■ 

- 

,S 

.5 

7 

V 6 

6/3 

8/9 

7 6 

7.‘d. 

1/2 

1 '2; 




4/ 

4/ 

‘1 

i/1 ■ 


1 

td. 


1 

4/4^ 


8/0 

1/9 

Z 

.3-0 

— 

— 

■ — 

_ 

- 

— 

4/ 

■ - 

«/ 

4/ 

— 

8 

1/7 


3 . 

1/ 

— 

2 1' ' 

h'psfs 

— 

2(d)j'f-f. 

10: - 

■— 

40/ 

3/6 

5/ 

4-' 

1/ 


2/ 

1/ 

— 

2/ 

1/2 25 

— 

2 15! 

1/3 


3 4 

1/8 


3 4- 

8/ 

8/ 

8/ 

35 cents 

. — 

$1 40 

1 /9 

— 

'3 7 ', 

1/3 

2/' 

2 ' 3 

J , 


2' 

O / 


3 7- 

1,3 

— 

?. '6 


NAMH 


Qijoutions QuotMtions 
.St-pi. 15, t)ct. 15, 
1954 1954 


Alexanders DiiAOunl C-d. l.td. ^^2, 'vitii /,! jiiid' 

Oo. di“. 6V.'i < 'nni. 

\ust:aliu and Ni'.v Zoalaiid Hank • wilh i,l paid) 
liank Adrlhiat Stuck 

i'.rtnk of Uritish \\ cst Aftica I,td. (XlO, with /, 1 paid) . . 

Dank of Irclun<l ;.r*n.h 

H.'-nk of l.oiidoii .S S. America I.t«l .Sf»>«:k 
Ih'.nk of Alonlreal .'.-'nJcti lic'i^isftr) • SJO) 

I'^iik of Nc V Siint!' VC u'es \ l.otidon (4,20) 

i-uiik of Novs .Scf'iia i/.ii?m'om llegiitt-r'' \ $10) 

JhM'.k of -cotland tjo t-rni.ir (Co. ol; .St'Kk 
Hull lay* Hfliik. ! >.(.(> , • od. Movk 
Iv.ulayg Hrnk 1 :d.. Mu;.k .. 

Ihilinli Bunk ot th.- \iiddic Iiast .. 

( uni.dia.i Bank ol .•iu'iu*:.c \Lo‘idLtn Reenter) (jlOi 
« haltered Bank Indi'5, Anstinl.’a vV ( .fdiia, StotK 
< 'oniiiicrcinl Bank of Avi‘-T:.‘hu l.td. Ordinary (LoitJou A\;;nrt'f; 

CIO ) 

Coinnierciul Bank ot .Anstiaha Ltd. 4'\, Href. Rri;i\terj 

JLlO) 

Ooivnaerciul Bank of hioilund l.td., “ .\ ” Shares (iJl. wuh o 
p'hd) 

(AiniiJ'cri’al Bank of Scotland Ltd., “ B .Sltares i 1) 
thsMut Bank i .td., “ A ” Shatej • (5. with LJ piiid^ 

1 '•<>. do. “ H ” .Shar-T I / 1 ,» 

I )o. tit) “ O *' Sii-irr-s • / I ) 

; jcdoin Bunk Ltd. /.It), v.-ilh ./is j-.nd- . . 

i.iiylikii, So/ttis)i tS Au*.t:alian Bank l.td. .'4,0, uitli 4,3 p.’nd, . . 
llaiuhr<»s Hank I td. 14,10, with 4.'2^ paid) 

Oo. do. “ ” siiMop \X,1; 

Uor,xkony, & .Shaiuth'ii Bankinj; Coip. (Lomlon R^i,’iiU'r< i$125) 
Ionian B-ink 1 .til. (/.5i 

I h.\ils Hai.k Ltd., “ A '* .S-'inics • / 5, ’.vilh 4,1 paid'; 

1 'o. do. “ B ’* Sto k ( 4,1) 

ABittni? B.tnk I.rd. .• ii'i /.2i paiii;. . 

i - r. do < 4 1 ; . . 

AL n-itih: Bank of Ii.di.i 1 : 1., *• A ” SIrnr*s ■ >_5, ’\.’h / pd. 

J to. do. di*. “B” .''•harfi y.5. \> {h / -i , il., 

l'<;. do. d<». “(C” SljitrcH 

Midhind T3ank Ltd. '4 12, v.i'.,i /.2J paid) 

] >0. do. (/. 2 j ) , . 

J)0 do *.4.1; ; 

Id trs'iaJ r -ok 1 td. (/.5, wilh /.I p.iid) 

.-ni'aiai B.nik of Lgypt (Beiitei ' 4,1. li) .. ., ^ 

I'N.itioiail Hank ol Iiidi.a !.t-J w.th L, ,6 p,.iil) . * 

Kationid Hank ol New /-..iiI n-I I t 1 ^#.,71, vMth 4.2) p.»id; 

''n.,ii< nai DiM-oimt t o \ “ Sto k 

1 'o ^^o. “ li '* .Sf<i« K 

C'.i.tii'nai I’li-', i;n.i,d Hank T t-1., “ A ” Sl'ints '>,5, .vith l i p.tid 
I'-o. do. do “ H ’’ -MlU /,l paia, 

1 >0. li.) do. ' f 4,1 • 

OttoTMUii Bunk I Hearer; (J.?V, vvith ^l() paid 
B<,y,)l Bank ol Oinad • . * 10 

Bciyal Bank ol .lk*i i-i, Sr-.-.k .... 

Standard Bunk ol .South Aliiwi Ltd. ( / .\ with y„ 1 iviidy 
( 01 ion l>isco)int (.'o. ot I.oii-io:; I td.. Stock 
Wcvliniiislcr Bank Ltd. (4.4, '.it.h /.I pud) 

Do. do. Stock 


5,' hi 

47,6 47,' 6 

36 6 iS/6 

32 '(, U '{) 

S 8 ,■ 

5‘. 

X.l> 

.n ; I ‘ 

AlS a,H'- 

Vii/ 

44.0 1: f» 

47- h)/6 

2..'> '() 

.'jls'. 4J5'. 

44 > 4 ; 

16' 17/ 

<> ; 61 

25 6 27 

41'n 45 

i;.;/ o„/ 

45 -io,' 

97 / 97 () 

o o^ 

5 ' 0i\ 1 

Mi Si 

2 ’,'6 2t 6 

Ays 4,nii 

77 ''6 77,6 

0 66 6 

75 / 25/6 

iO'.' lo.i 

8‘' S7/6 

5 5 

S S 

42 6 6)/ 

9: 101 

9., If)-; 

SV 85 

40 ' 40 ' 

251 25'. 

26 .)5 . 0 

JOi '(■» S ", 

4‘J ' ‘>0 ' 

5S ' 59 6 

7-) Si () 

06 S(. 

8 '. 11 

7.1(* AIV 

■h. 70 f) 

42 ' 12 6 

55 55 

97/ 

f,(J.6 to 6 


*Baiik-Insu:sincc Lnits 
* Hai.k-Ujiils . . 

*'-c«ittish Bin'- I. 8’^ 1. I . I 'jiits f.Scotliits- 
*Invi'str'.^ fit -■rrnst-liiiils 

* d he-.e pri a inijiidc M.iinp dniv and cninniiaMon. 
i I rec ol Income Bax. 
i Aiistiulinn curiency. 
i None on oiler, 
xd.— H.x Dividend. 


n,'A\ 2S .Lied 

27./(),‘ 28/1 

3o/l()i 37.9 

37/10'. kS/7'. 


\(jvanbcr, 1954 
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BANKERS’ MAGAZINE SHARE UST 


INSURANCE 


Last 

1 otal 

Total 

4'nr 


Quotationi 

Quotationi 

Dividend 

for 

lor 

NAMR 

.Sept. 15, 

Oct. 15, 

Actual ; 

Y’ear 

l*rcvious 

Y^ear 


1954 

. 1454 

14/ 

24' 

22' 

Alliance Assurance Co. Ltd. with X,2'. paid) 

35'. 

35 

14^ 

24 

22^ 

Do. do. New .Shares ijCl ' 

373 

37 

«/ 

15,' 

15/ 

Atlas Assurance Co. l.td. ijCl, with 10 pauL 

3.; 

4i 

l/7Vt 

— 

7/61 

Britannic Assurance Co. Ltd., Ord. Stock 

6i 

61 

' 

5 

5 

Do. do. 5‘’o tax-fiee, Cnm. l*rff. miv k 

35 

33/ 

2 '6 


4 6 

Caledonian Insurance <!o. /jtl, with 10 paid/ 

y; 

7 

0 6 

11, '6 

10 

( ’.ommcrcjal Union Assurance Co. I.rJ., Stock . . 

87 6 

85' 

^ A 

5 

4 6 

L.i'j’.le Star Insurance Co Lid., Drdinary ' 10 ) . . 

6.; 

7i 

3 3 

5- 

1 6 

Do. do. Ordinary f./i 3, with 10 paid .. 

*5 1.' 

7 

4‘d. 

9 ./. 

y J. 

Do. do. 4“o Cum. l*rcf. O^L 

18 6 

18 6 

4^/. 

4 / 

y /. 

Do. do 4^*0 2nd Cum. I*icf. ‘ jCV- 

18 6 

18 6 

1 

1 7.1 

1 7'. 

r.conomic Insurance Co. Ltd. (j(,l, with 5 ' paid) 

32 6 

32 6 

16 

— 

4 6 

l-imployers* Liability Assurance Corp. I.td. 

5 

n i .\d 

2 61- 

— 

5/t' 

Lquilv & Law Life Assurance Soc. (^5, with paid) 

14.; 

161 

4 

6' 

6 

(icncral .Accident, Lire ik Life .Assurance Corp., Ord. 0..1/ 

y; 

10 

6 1. 

1, 

1 

(icncral .Accident, Lire & Life Assurance Corp., C.um. 5 I’rct. 






(/^U 

■22 o 

22 6 

i 6 

6- 

5 

('luarvium Assurance ('o. Ltd., Ord. (jCD 

y 

8: 

2 , 

. . 

4 

Do. do. do. I’ref. (^5 non-C.urn.') ! 4,4) 

84 6 

84 6 

4' 3 

6 ') 

0 4 

l.eeal ^*3: Central Assurance Soc. Ltd. with 5 paid' 

15 

15 

1 6 


4 () 

l.iccnses ,Sc (icncral Insec. 0>. Ltd., Ord. '^L with 10 ptid^ 

6l 

6|\d 

2 

— 

4 

l.ivi-rpool i^L l.ondori Cilohe Insuc. ('.o. i.td., 4 ’,, Perp. Deo. Stk. 

yi'. 

951- 

3 3 

6, 6 

6 

London i’3r Lancashire Ins. (.a). Ltd., Stock 

bt 

93 

u t 

11 [ 

10 : 

London A' .\\.inche8ter Asscc. Co. Ltd. < JiV 

233 

25 

1 3 y 

2ii 

IS ') 

Loruloii Assurance, Or, 1. ^'21 

50 

30 

4*./. 

y ./ 

./ 

Do. do. 4' Cum. Pi of. '/. D 

IS 

IS 

5/ 

10 

10 

North British iv Mercantile Insce. Co. Ltd., (3rd. \/ili) 

15 »■ 



4 

4 

Do. do. do. do. 4^0 Pref. Sn'^k 






(Non^Cum.) .. ...... 

y0 3 

42 . 

11 0 

20 

IS 

Nurthcni Assurance ('o. Lt 1., Ord. ijCTO, with /J1 p.nd 

35' 

.34 

14 4-2U‘) 

IS 10-20/ 

17 OTif. 

Do. do. Paiticipaim)^ Pref. ' /,7 j » 

2y 3 

30. 

4 ' 

... 

12 

Pearl .Assurance Cio. Ltd., C'rd. .,4,1. 

22i;<.l 

21 

7'<;. 

i'2: 

1 2 

Du \io. t) ('Tax tree;, Cnm. Pref. / , 1, 

'7 n 

.57 6 

.'Lh 

— 

17 ' 

Phivni\ .\,Nur. n. e ( o. i td. K), /jl p.nd 

2 \ 

24; 

fi '6 


17 

Du. do 1 

2 i 

2-^ 

? 3 

2 3 ■ 

2 3 

I’l.iiict .Yssiirince Co. i ti . Cn.l L stlli lU p.ii.l 

t)il 

t)0 

1 

2 

2 

Pio' mci.d Iiisuiance Co 1 'd.. 10 • nni. Prel. ,'.1 

37 n 

U) 

oJ. 

t 

1 

Do .io. do. *:5 C'.m. Prel. 1 ' 

0 

21 

15 t 

— 

21 I 

I’liuientuPi .Ysvijv-iive Co. 1 id., *' A ” .Muirc^ 1 • 

44. 

41' 

2 h| 

2 6; 


Do. do. do. “ B ” shares '^1, with 4 p.iid'i 

6l 

n. 

3 

3- 

2 o 

Peiii5urani:e C'orp. Ltd. f L witli 12 6 paid' 

ss y 

So 3 

6' 

10' 

10 

Uoval !-.\cliam{c Assuiancc, Moek 

8'. 

SI 

5 4 

11 

10 

Koyal lioiTtnce (’o. I id . .'si.’ck 

17 i 

17. 

4/ 


7 

Scottish Cnii’ii & National In, (\j., “ A ” Mrires 10, with (.T 






paid) 

10 ; 

11 

15/ 


26, 3 

.Seoiti.sh Union St Nati.)iial las ( o., ' B ” Sliarcs ■ 4.5, wiili 3] 






paid) 

3S' 

3.S> 

:> ' 

— 

5 ' 

Sen Insiir.ance t'.o. Ltd. ,4.1’ 

y i 

04 

2 '10 

5 

5 ' 

Sun Insurance DlVuc Ltti. .^l, with 10 p.«id' . . 

y/ 

7t 

l/4t 



3,6f 

Son Lite .Assurance Society './.D 

10,' 

133 

1 / 

1 / 


\'u.li»ry lusuraiKC Co. Ll-i., Ord. tl6 with 0 paid) . . 

lo 3 

46 "3 

O ' 

2 / 

1 lOj 

Woild .Auxiliary Insce. (]orp. Ltd. wiili 10; paid) 

45 

46 3 

3'3 


8 

Yhsrkshirc Insurance Co. I td. t/^2*, with 10 p.iid) 

131 

13lxd 

6 6 


16 

Do. do. v>cn 

2o 

25ixd 




* I naurance-Lhiiis 

24 5; 

3L1 




♦Conbiis 

18 7V 

14/3 


* 'I'hcse prices include stamp duly dnd commission, 
t brcc of Income Tax. 
xd. — lix Dividend. 




‘But Once a Year ?. . 


The Salvation Army docs not allow 
Cjoodwill to be fixed to the calendar. 

All through the year, our Goodwill 
OHiccrs bring comfort, company and 

cheer to distressed and lonely people everywhere. And as Christmas 
draws near, our work has an especial urgency. For it is far more terrible 
to be lonely and dispirited at Christmas time than at any other season. 
Will you kindly help our extra Christmas efforts with an extra gift? 
General Wilfred Kitching, 11'?, Queen Victoria Street, London, E.C.4 


The Salvation Army 


DOCUMENTARY CREDITS 

This series of articles, reprinted from The Bankers' 
Magazine, offers a study of documentary credit work as 
seen from the British point of view. It provides infor- 
mation to help those bankers who find themselves called 
upon by a customer to open a documentary credit, and 
those who, in some way or other, become a party to such 
a transaction, whether as a paying, negotiating 
or transferring banker. 

Designed to fill a serious gap in post-war banking 
literature, this series will delineate British procedure for 
overseas bankers more familiar with the Uniform Customs 
and Practice for Commercial Documentary Credits. 

Price Two Shillings (including postage) 

Obtainable from Watcrlow <& Sons Limited, London Wall, K.C.2 
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Bank Reports, Meetings, etc. 

THE ROYAI- BANK OF SOOTI^AND 

SPECIAL GENERAL COURT OE PROPRIEPORS 
September 28, 1954 

A vSpccial General ("(uirt of Proprietors of the Royal Hank of Scotland was held in Hdinburgh 
on T uesday, SepLcmbcr 28, 1954. His Grace 'I'lie Duke <4 iUiccleiich and Queensberry, K.’l'., P.C., 
G.(].V.O., Clovernor of the Bank, presided. 

II is Grace said : — 

This special meeting has been called for the purpt>sc ('f considering ajiil. if approved, passing 
resolutions increasing ih.e capital stock of the Ikink and authorising the issue of new capital stock to the 
proiirictcrs, ni the pn'piirtmn of £2 new stc-ck for each £5 el existing sT»K'k Iteld. I am glad to have 
liic privilege of explaining to you, in. rather iii '.re detail than was givcii in the circular i vncvi just over 
three weeks ago, the rei'^ons which have oronjj)icd tlie (.curt i»t Direclois to iTi.ike these proposals to 
you at this lime, piH>p(''^als which I 1‘cel ^ure will have been welcoincil by you .all and will have your 
wholehearted si!pp<)rl. 'This view is amlirmed by the sulotantial support which Ins alre.uly been given 
by pnoxy bv rln'sc propiietors who, for business or other reasons, cannot be with us lo-d ly. You will 
also have observed that our proposals have been favourably commented upo.n in tlie linaiicial press, and 
wb-at is i);irlicu!ariy pleasing to me and the (^)urt of Dheenn's, is that no \\orii of ilisappnw al has, so 
far, been cNpre.^sed. 

T'he iiicasiircs proposed have been in contemplation for some time. In my speech at ilie Annual 
Gouit in. March I told you iliai renewed consideratuni was being given to the iiossibility of issuing a 
consoliilaicd haJaiice sheet the gnnip, and your I')irectors, having since reviewed iill the relevant 
consider uion*-, have decided to make the necessary changes to enable a consc>lidaled b.ilaiKC sheet and 
a consolidated predit and loss iiecoiint to be placed betbre you at the beginning oi next year. This makes 
it necessary to alter the date of the annuiil balance «4' tlie Bank and, as a result, tlie tir^L consolidated 
accounts will cover a period I'f almost sixty-fimr weeks ending on December 31 of this year. 'Thereafter, 
aeeounis will be subiniiled annii.illy for a lull e ilend.ir yeai. 

Having made this decision, your Directors coasidered that this would bo a suitable time to carry 
rlu’ough the vontemidated readjustment in the capital structure oi liic gro\ip and, as tlicre lias recently 
been "Onic easing of the rcstnctit'ns on the issue of new capital arising iiom the capitalisaaion of reserves, 
they .')OUght and obiaincd the consent c/f the 'Treasury to make an issue of new capital on the basis embodied 
in the resnhiLioiis being submitted t(^-ilay. If you give these icsolniions \our appriwal, tb.e capital position 
of the Bank, aflcT the Directors have ciMupleied the proposed trauslcr from inner reserves, will be as 
tollows 

Issued capital stock . - yadliO.UOO 

Publi.dicel reserve fund a,05l\,000 


A total ol T. 1 l,l!d0,000 


The iieeessarv resolutions to give effe,.t to the capit il piv'p i-. ils oar 'lUh^idiarv bank'-, of which 
intimation was given in our circular letter ol .September li.ive already been I'assed and their uapital 
resources arc now as h^lovvs : — 

( f7v//, ^ \llh c"-' Cl'. 


Ami'uni of slock issued 

Ihiblislicd reserv’ fumi 

^ i ,200,000 
1,200,000 

A total of 

^;2,400,000 

W ’illun/o HclICoh's I. til. 

Paid-up capital in “ A ” and “ H " sliarc . 
Publidicd reserve fund 

4 : 2 , 250,000 

2,250,000 

A total of 

4.4,500,000 
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BANK REPORTS, MEIiTINfJS. I-TC. 


'riicse changes, in addiiion to strcngihcniiig the capital structure of these two banks, also make their 
contribution towards showing the strength of the group as a whole. 

The probable trend of future dividends must be a matter cl ini crest lo >a)u all, but I feel sure you 
would regard it as unwise, or at least imprudent, for me to artempt to foreeast the rate of dividends for 
future years. 1 can, however, say that, so lar as the current year is ecmcerned, it is the present intention 
of your Directors to declare a second interim dividend at the rate of 1 \ per cent, actual, payable at 
C'Jirislmas, and a final dividend, payable in March, at the rate of per cent, actual, in respect of the 
broken period of approximately twelve weeks from tiic second Saturday in October, which has hitherto 
been the date of the closing of our Accounts, n* Dcceinbcr '1, 1954. These two dividends payable on 
tile new capital, together with the first interim dividend paid at Alidsuinmer on the old capital, will 
make the amount paid fnr the whole period from October 195 3 to December 31, 1954 approximate to an 
annual rale of 14 per cent, on the new capital and, in the ahsence of adver.se circumstances, your Directors 
see no reason at present why this rate of dividend shoultl not be maintained. 

'riiere is I'lie lurther matter which 1 feel I shouKl mention U'-da.y. ! h-ive already explained that, 
on youi passing tlic pn’^iKiscd resolutions, the <. apital (']' li^o 13aiik will Ix' 45,950,000, and you may have 
wcMidercil w’hy the opjiortimiiy has not been taken u* have it loundcil t4f n.» a figure of /.OjOOOjOOO. This 
was indeed the intention or your I'Jirestors ami, ci'nicini'orancousiy w'ith the application to the C'apital 
Issues C'.oininiitec i'or [...rmission to capitalise reserves, they sought pennis.sion to offer stock 

to the st'ilf of the group lor subscription in cash and, !i iviiv' rcg.jitl lo the extent lo which the interests 
ol the siocklioltlers and the staff are bound together, I ..ni suia. you wmild liavc considered this proposal 
reasonable. 1 regret, however, that 'I'reasury }^Cl•mi^u«•!'. [.m- ;iu* proposed casii issue was not gnmted 
and, tn consequence, your Directors had to abandon this part «'i their scheme. 

'kiie rcMjlutioiis were unanimously approved. 
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LONDON BANKERS’ CLEARING-HOUSE RETURNS 


Month 

Town Clearing 

General Clearing 

Total for the Month 

1952 

£ 

£ 

£ 

September .... 

6,799,000,000 

2,176,000,000 

8,975,000,000 

October .... 

7,438,000,000 

2,459,000,000 

9,897,000,000 

November .... 

6,471,000,000 

2,338,000,000 

8,809,000,000 

December .... 
1953 

6,797,000,000 

2,357,000,000 

9,154,000,000 

January .... 

8,745,000,000 

2,671,000,000 

11,416,000,000 

I’cbruary .... 

6,938,000,000 

2,243,000,000 

9,181,000,000 

March 

7,783,000,000 

2,436,000,000 

10,219,000,000 

April 

7,579,000,000 

2,3^2,000,000 

9,921,000,000 

May 

6,851,00U,0l>0 

2,480,000,000 

9,330,000,000 

June 

7,425,000,000 

2,32 3,000,000 

9,747,000,000 

July 

8,709,000,IH10 

2,572,000,000 

11,281,000,000 

August .... 

6, U.5,000,0i'0 

2,176,000,000 

8,641,000,000 

September 

8,445,0(U),000 

2,401.000,000 

10,846,000,000 

Oct fiber .... 

9,159,000,000 

2,6 19,000,000 

12,108,000,000 

November .... 

7,641,000,000 

2, -84,000,000 

10,026‘,000,000 

December .... 

8,030,000,000 

2,627,()(X),IH30 

10,657,000,000 

1954 

January .... 

9,554,000,000 

2,7 34,0OO,(>00 

12,288,000,000 

February .... 

7,437,00(\000 

2,351,000,000 

9,788,000,000 

Mnreh 

9,(>39,000,(H>0 

'?,0 >0,000 

12,277,000,000 

April 

8,58L(»00,0C0 

2.48 3.000, (H)0 

11,066,000,000 

Alay 

9,675,(8,)0,000 

2.60 l,t 00,000 

12,276,000,000 

June 

10,918,000,000 

2,592,000,000 

1 3,510,000,000 

July ... 

1 13 49,000,000 

2,c0(),{'00,i'00 

1 1,354,000,000 

August .... 

8.062.000,000 


10,44 ■,000,000 

September .... 

'.'.•:P6,00(),000 

2,504,000,000 

11,970,000,000 

SCOTTISH C1RCUI.ATION RliTURNS 



a:,!) Cf'TN TU I n D' RircG . fir bcuR \Y’ 
SxTUKn.c', .M (;r.M 21, Hi54 

t'FKS LNDM) 

A vi r ij>i“ 

, Aiimunt 

I'OI,, W.'.K 



^ liGt Cl ,jn%>Vk 

i ii(.'!.iiii.l 

N'wi «ii 1 <am: 

il 1 

( i: ( .1 II : >ii 

^ /A 

Nulcs Ill'll 
( n... h.-M 

ilnriir’ I’l'iir 
I'.'l.ils W Cfks i.Tiikil 

;is iibi)'. i‘ 


/ 

£ 

£ £ 

1 Hank of .Scot land . 

.39^852 

8.504.;;29 4/;'67.('-60 

13,531,689 13,993,748 

2 Rfiyal Hank of Scotland 

2;v5,451 

7,069,661 6.058,178 

13,127,840 13,829,846 

3 Hriiish Linen Hank 

438,021 

6,847,641 ‘1,252,07 3 

11,099,714 11,621,001 

4 Commei Lial Hank of Scotland . 374,880 

11,341,8 36 0,091,104 

17,432,940 18,889,663 

5 National Hank of Sent land 

297,024 

7,130,557 4,2 33,336 

11,363,893 12,172,225 

6 Union Bank of ScoTl.and . . 454,316 

7 ("lydesdale and North of Scotland 

5,616,016 3,911,048 

9,527,064 9,959,718 

Hank .... 

498,773 

15,386,021 5,750,722 

21,136,743 22,380,778 

I'fitals 

2,(>76,:150 

61,9562362 25, 262, 521 

97,219,88:1 102,846,979 


Each of the i^ankors named in the above Return, who have in ( .irculalion an amount of notes 
beyond that authorised in iheir C Certificate, have held an amount of JJank of Enj^laiid Notes and 
Gold and ("oin other tlian Gold Coin not less than that whicli they are required to hold during 
the period to which this Return relates. 


Novt'inhcr, 1954 



467 


SCOTTISH CIRCULATION RETURNS 

Averagk Cirgulatiom and coin held during the Four Weeks ended 
Saturday, September 18, 1954 








Average 


Nami- of Bank 

.Authorised 

Circulation 

Average C'in 

-Illation during 
ended as above 

r^'our Weeks , 

Amount 
of Bank of 
Mnglarid 
Not,cs and 
C.oin held 




£3 :ir 1 
iipwart.s 



during 1‘our 




Coder £5 

Totals 

W eeks t- *ied 
as above 



£ 

£ 

£ 

£ 

£ 

1 

Bank of Scotland .... 

396,852 

8,413,587 

4,875,438 

13,289,025 

13,726,405 

2 Royal Bank of Sct»tland 

216,451 

6,952.082 

5,976,382 

12,928,464 

13,026,399 

3 

British Linen Bank 

438,024 

6,724,035 

4,141,201 

10,865,236 

11,409,186 

4 

( Commercial Hank of Scotlami 

374,880 

11,032.562 

5,984,323 

17,016,885 

18,210,829 

5 

National Bank of Sct)tl.md . 

297,024 

7,047,856 

4,159,519 

11,207,375 

11,969,046 

6 

Union Bank of Sca-itland 

454,346 

5,481,090 

3,874,007 

9,355,097 

9,735,497 

7 

Glydcsilale and North of Scotland 
Bank 

498,773 

15,252,315 

5,689,478 

20,941,793 

22,097,902 


Totals .... 

2,676,350 

60,903,527 

34,700,348 

95,60:1,875 100,775,284 


liach of the Rankers nainctl in the above !^enirn» who have in ('ircLiJation an amc'unt of notes 
beyond Thai authorised in their ( A'riifieat*:, have lieki an antounr of Hank of Hnedand Notes and 
Gold aiKi CA»in other ilian Gold Coin not Jess titan that which they are required lo hold during 
the pcrio<.i to which this Kctiirn relates. 

IRISH CIRCULATION RETURNS 

NOR'rUBRN TRI-LAND 

AvI'RAGE ChRCtll.ATlON AND COIN HELD DURINCJ THE FOUR WEEKS ENDED 

Saturday, Aetjusr 21, 1954 







♦Average 

Nami-. of Bank 

Authorisevl 

Circulation 

Average (!!irculation during Four W’ceks 
ended as above 

Amount 
of Bunk of 
England 
Notes and 
C.l^in held 






during l-'our 



C5 and 
upwards 

Under £5 

Totals 

Weeks ended 
as above 


£ 


£ 

£ 

£ 

1 Bank of Ireland 

-1-756,617 

1,596,143 

291,387 

1,887,5 30 

1,219,628 

2 Frovincial Bank of Ireland . 

i-282,276 

1,255,030 

247,018 

1,502,048 

1,452,853 

3 Belfast Banking CaAmpany . 

350,000 

1,073,317 

71,425 

1,144,742 

1,671,328 

4 Northern Bank 

244,000 

1.569,062 

75,516 

1,644,578 

1,979,715 

5 Ulster Bank .... 

290,000 

1,47 3,779 

95,139 

1,568,918 

1,739,869 

6 National Bank 

-1-126,547 

581,898 

29,401 

611,299 

504,469 

Totals .... 

2,049,440 

7,549.229 

809,886 

8,3.59,115 

8,567,862 


Each of the Bankers namcil in the above Return, who have in circulation an amount of Notes 
beyond that authorised by the Bankers (Northern Ireland) Act, 1928, have held an amount of Bank 
of England Notes and Gold C!oin and C3oin other than Gold tA>in not less than that which they are 
required by the Treasury to hold during the period ri> which iliis return relates, 
t T hrsc iiinounts arc the latest amounts approved hv the 'Ereasurv. 

* 'I his column includes Bank of Unvland Notes deposited at the Bank of Ilneland which, by virtue ol See. 9 (I'' 
of the Currency and Bank Notes Act, 1928, are to be treated as gold coin held by the Bank. 

Legal Tender Note Fund as at Autiusr 21, 1954 
Issue Account 

£ 5 . d. £ s. d. 

Outstanding as at end of pre- Redeemed during week ended 

vious week . . . .67,151,749 10 0 ' August 21, 1954 . . 976,021 0 0 

Issued during week ended Outstanding as at August 

August 21, 1954 . . 560,020 10 0 21, 1954 . . . .66,735,749 0 0 


•/: 67 , 71 1,770 0 0 


/; 67 , 71 1,770 0 0 
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IRISH CIRCULATION RETURNS— (con/mMeJ) 
NORTHERN IRELAND 

Avbragb Circulation and Coin held during the Four Weeks ended 
Saturday, September 18, 1954 








•Average 




Average Circulation during Pour Weeki 

Amount 
of Bank of 



Amhorised 


ended ns above 


I'.ngland 


Namu op BAN'K 

. C'.ircuJution 

£,5 and 
upwar Js 

Under £5 

'Totala 

Notes and 
(^oin held 
during Four 
Weeks ended 
as above 



£ 

£ 

£ 

£ 

£ 

1 

Bank of Ireland 

. : t'/ 13,582 

1,616,579 

297.841 

1.914,420 

1,296,701 

2 

Provincial Hank of Ireland . 

t220,000 

1,246,245 

270,581 

1,516,826 

1,523,399 

3 

Belfast Banking Company . 

350,000 

1,064,680 

71,063 

1,135,713 

1,725,785 

4 

Noithcrn Bank 

244,000 

1,555.246 

73,099 

1,628, M5 

1,932,565 

5 

Ulster Bank .... 

290,000 

1,161,760 

94,662 

1,556,422 

1,681,084 

6 

National Bank 

tl34,004 

579,192 

29.638 

608,830 

488,419 


Totals .... 

. 1,951,676 

7,523,702 

836,884 

8,360,586 

8,647,953 


Each of the Hankers named in the above Return, who have in circulation an amount of Notes 
beyond that authorised by the Hankers (Northern Ireland) Act, 1928, have held an amount of Bank 
of En^iland Notes and Gold Coin arnl Coin oilier than Gold C.oin not less than that which they arc 
required by the Treasury to hold during the period to which this return relates. 

t T’hese amounts arc the Jatest amounts approved by the Treisury. 

* 'Phis column includes Bank ol luiKland fs'oies deposited at the Bank of L-iiKland which, by virtue of Sec. 9 (1) 
of the Co.trcncy and Bank Notes Act, 1928, are to be treated as koKI coin held by the Bank. 


Legal Tender Note Fund as at Si ptemher 18, 1954 
Issue Account 


£ 5. d. 

Outstanding as at end of pre- 
vious week .... 67,754,859 0 0 

Issued during week ended 

September 18, 1954 . . 810,945 0 0 


£68,565,804 0 0 


J. d. 

Redeemed during week ended 

September 18, 1954 . . 855,702 0 0 

Ouislandirig as at September 

18, 1954 .... 67,710,102 0 0 


£68,565,804 0 0 


FOREIGN BANK RETURNS 
BANK OF FRANCE 

Francs (000,000*s omitted) 


Private Advances to State | 

Discounts i 

Gold and In Occupa- Treasury 1 ixed Special I Notes | Deposits 

Advances non Ck>st.s Advances Advarues Advances ■ 


Sept. 16 . 

„ 23 . . 

„ 30 . . 

Oct. 7 . 

1953 

Oct. 8 . 


201,282 1,298,013 426,000 195,000 53,849 i 146,900 2,358,429 113,470 

201,282 1,277,848 426,000 195,000 53,849 128,800 2,345,0241113,503 

201,282 1,304,502 426,000 195,000 53,849 ^ 154,900 2,443,797 ' 105,289 

201,282 1,332,823 426,000 195,000 ^ 53,849 157,600 2,454,5261 111,452 


201,282 , 1,171,923 426,000 200,000 


53,849 i 196,000 j 2,234,572 


117,977 


Novetnber, 1954 
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FOREIGN BANK RETURNS— 

U.S. FEDERAL RESERVE BANKS 

Dollars COOOiOOO's omitted) 


Date 


Total 

Ck)ld 

Reserves 


Total 

Cash 

Reserves 


Total 

LI.S. Govt. 
Securities 


Total 
Bills and 
Advances 


'I'otal 

Reserves 


Sept. 15 . . 

21,124 

487 

2., 988 

24,186 

50,77J* 

„ 22 

21,124 

497 

23,771 

23,941 

49,897 

„ 29 

21,129 

487 

24,046 

24,345 

49,799 

Oct. 6 

— 

— 

— 

— 

— 

1953 

Oct. 7 

20,941 

329 

25,348 

25,632 

50,714 



Date 

F.R. Notes 
in 

Circulation 

Memb-r Bunk 
Reserve 
Deposits 

Govern- 

ment 

Deposits 

Total 

Deposits 

lixcess 

Member Bank 
Reserve 
Deposits 

Rescr\’a 

Ratio 

% 

Sept. 

15 

25,630 

18,642 

510 

20,067 

1,098 

46-2 

22 

25,533 

18,379 

515 

19,806 

777 

46 6 

,, 

29 

25,554 

18,331 

769 

19,988 

691 

46-4 

Oct. 

6 

— 

— • 

— 

— 

— 

— 


1953 







Oct. 

'7 

f 

26,099 

19,303 

524 

20,681 

516 

44-8 


U.S. FEDERAL RESERVE BANKS AND TREASURY 


COMBINED 




Alonctary 

Treasury 

Money 

Treasury C'ash and 


Date 

(iold 

and BaiiK 

in 

1 )epoNirs with 



Stock 

Curien-v 

Circulation 

I'.R. Banks 

Sept. 

15 . . . 

21,809 

4,907 

29,998 

1,307 


22 . . . 

21,810 

4,908 

29,888 

1,316 

,, 

29 . . . 

21,810 

4,971 

29,922 

1,505 

Oct. 

0 . . . 

— 

— 

— 

— 


1953 





Oct. 

7 . . . 

22,128 

4,872 

30,374 

1,808 


GERMAN FEDERAL RB:PUBLIC 

CoMuiNi’D Rkturn of THii Bank DiaiTsciihR Landir and thk Land Ci-.mral Banks 

l)i\l million) 


Date 

Gold 

( >cdit 
Balances at 
l-oreiktn 
Banks, 

b'orei^n (.^ash. 
Bills and 
C'heques 

Inland 

Bills 

of 

Exchange 

.\Jvanccs 

and 

Shott-'l enn 
Lendings to 
the I’fdcral 
Government 
. and otl'.cr 
rnblic 
Aullu'ritics 

Bank Notes 
in 

(^.irciilation 

Bank 

Deposits 

Non-Bank 
Deposits * 

Sept 15 
„ 23 

» 30 

Oct. 7 

2,328-3 
2,412-6 
2,412-6 
2,412 6 

8,221-2 

8,166-9 

8,198-4 

8,241-3 

1,399 1 
1,538-9 
1,647-4 
1,633 3 

143-1 

148-1 

118-2 

Ull^ 

10,888-7 

10,523-1 

11,966-4 

11,494-3 

2,510-4 

.3,243-5 

2,411-8 

3,062-4 

6,416-0 

6,370-4 

6,119-4 

5,888-2 

1953 
Oct. 7 

1,128-7 

6,235-0 

2,127-4 

203-3 

10,831 6 

2,889-4 

— 


* These figures include purchases ot Equalisation Claims by Public Authorities. 


to o 
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INSURANCE AND ACTUARIAL RECORD 

Life Assurance as Investment Medium 

T he combination of protection and investment in the form ot endowment assurance 
continues to increase in public favour. Whether considered on a “ non-profit ’ 
or “ wiih-profit ” basis, as an investment alone it cannot tail to appeal to every 
class of prcspcct. To ignore the very valuable protection afforded in the event ot death 
when considering the virtues of a life policy is, of course, entirely contrary to earliest 
conceptions. It is, however, an established tact thai lite assurance, with its attractive 
yield and sound financial backing, competes successliilly on grounds of investment 
alone with Government, municipal and other gilt-edged stocks. 

All forms of invcf.iment arc affected by the present high level ol taxation income 
tax, surtax and estate duty — and it is not surprising that an invesiment which places a 
substantial sum in reserve for a man’s estate from payment ol tlie hrst annual instalment, 
attracts a generous income tax allowance on the sums invested, and gives a tax free 
yield of from, say, 3 per cent, to 5 per cent., finds favour alike with the wealthy and 
the not so wealthy. 

Where the money to be invested is from surplus income — whether earned and or 
unearned — if a ]X)rtion (not exceeding one-sixth') of the total income be invested annually 
in an assurance policy at a premium not exceeding £7 per cent, ol the stun assured, then 
a tax rebate up to 18 per cent, of the premiums will be allowed. A further tax allowance 
is in effect obtained since the difference between the total cost of the assurance and the 
policy proceeds at maturity is not charged to cither incontc tax or surtax. 

I'he extent to which these tax concessions weigh in favour of life assurance as a 
medium for the investment of savings is shown in the following example of a l5-ycar 
“ non-f)rofii ” endowment policy in respect of a person age 45 years next birthday at a 


premium rate of ^6. ds. per cent. 

Total iiiconio 5,000 

Amount of invc>tmcnl (oiie-sixili of irK-omc) ... L500 per annum 

Annual premium of ^500 will provide a guaranteed sum 

assured (payable at end tT' 15 years or previous death) of . L8,130 

TtUal net eost over 15 years (tax allowance at 9s. in the L on 

2 5rhs of annual premiums) .... ^'6,l50 

Excess proceeds over outlay /J 1,980 

or 

An average annual excess i>f 1^2 

Yield under the policy (compimnd interest, free of tax). 31 per cent. 

Equivalent gross yield (income tax and surtax at, say, ll.v 6t/. 

in the /,') 8i per cent. 


A capital profit of roughly ;(^'2,000, or 32 per cent, on instalment saving over a 
15-year period on a so-termed “ without profit ” contract, is certainly worthy of con- 
sideration, while the combination of life assurance introduces a factor as valuable to the 
family man, as it is unique in the field of investment. 

In considering the question of a life policy, the investor is confronted with the 
necessity of choosing betw^een a “ without profit ” policy and a “ with-profit ” policy. 
It has already b 'en shown that the term “ without profit ’’ should not be taken literally. 
Nevertheless, there can be no question that in ordinary circumstances, and taken over 
the period of the policy, a contract with participation in profits is the more attractive 
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investment. The following illustration serves to show the remarkable investment yield 
under a “ with-profit ” policy in respect of a person age 45 years next birthday at a 
premimn rate of £1. 6s. 3d. per cent. 


'Total income jC 3,000 

Amount ol' investment (one-sixth of income) .... £500 per annum 

Annual premium of £500 will provide a 15-ycar endow ment 

assurance with participation in proiits ft>r a sum assured of £6,837 
Estimated proceeds at maturity (sum assured and proiits) £9,140 

'Total net cost over 15 years (tax allowance at 9s. ii the £ on 

2;'5ths of £7 per cent, of sum assured) .... £6,210 

Excess proceeds over outlay £2,930 

or 

An average annual excess of £195 

Yield under the policy (compound interest, free of tax) 4',’ per cent, 

litliiivalent gross yield (income tax and surtax at llv. 6J. in 

the £) 11,'!; percent. 


Despite this outstanding result, it has to be observed that the larger sum assured 
for a given cost granted under “ witliout profit ” assurance Ends many supporters. 
T’or one thing the results are guaranteed, and for another, the contract over much of 
its early term shows to better advantage than is the case with the smaller stun assured 
plus profits under a participating contract. 

Should it be desired at any time to discontinue payment of premiums, each premium 
already paid would secure its proportionate part. E'or instance, under our “ non-profit 
illustration, if the policy be discontinued after five annual payments have been made 
(after one-third of the policy term) the assurance w^ould remain in force for one-third 
of the original sum assured, i.e., £2,710, for which premiums less tax allowance will 
have amounted to £2,050, and the assurance of the life under which an immediate 
estate of £8,130 would have been provided in the event of death has been throwTi in for 
nothing. "Thus in no case w’ould the policyholder be tied to the policy in order to make 
it a good investment. The same principle would apply to discontinuance of a “ with- 
profit ” assurance, but wdth the added advantage that all profits accrued to date of 
discontinuance arc added in full to the paid-up policy, and, further, the profits declared 
by the company will continue to be allotted to the paid-up policy on the basis of the 
reduced sum assured, notwithstanding that no further premiums are payable. For the 
purpose of true comparison between “ non-profit ” and ‘‘ widi profit ” contracts, our 
illustrations have been prepared on the siune basis with respect to the age of investor 
and the term of investment, but for younger or older ages, as well as for shorter or 
longer term contracts, the investment yield will be found attractive. 

One important advantage a life policy has over many oilier forms of investment 
is its value as a “ hidden ” reserve against which it is possible to borrow' on demand in 
the event of emergency, and that without ignominy, there being no moral obligation to 
repay imtil the policy becomes a claim. 

Whilst this article has dealt with the merits of life assurance as an investment 
medium for surplus income, the needs of life assurance generally fall into tw'o categories — 
namely, protection and saving. W"ithin these tw^o main classes arc a host of exigencies 
for which life assurance caters. If used in connection wath business and financial 
transactions, such as in the case of partnership agreements, reversionary interests, 
settlements under marriage contracts, etc., the assurance contract will necessarily vary 
in its nature with the .circumstances of the individual transaction. Where, how'ever. 



472 


EMPLOYKRS’ LIABILITY ASSURANCE CORPORATION 


the need is of a domestic kind, i.e., for family protection in the event of premature death 
or for provision for personal retirement, it will often be tound of advantage to ignore 
“ capital ” as such, and lo provide “ income ”, In this respect assurance has shown 
itself particularly enterprising and adaptable, and most life offices are able to offer 
attractive “ tax free ” income schemes with economically based premium rates. A 
man’s earning power is a wasting and destructible asset. It is in helping to preserve 
that earning capacity against the time when it would normally decline or cease that 
lies the logic of life assurance. 


Employers’ Liability Assurance Corporation 

Lord C.ourtauij^-Tiiomson, in his valedictory statement as chairman of The 
liwph\Vi:rs^ Liability Assurance Corporation^ was able to announce a turther substantial 
premiuivi incoiiie increase accompanied by a record trading prolit, a capitalisation ot 
reserves, and an issue of fresh capital “ to enable the corporation to continue even more 
actively its policy of world-wide development, particularly in fjre business In line 
with this staled policy, the corporation has since completed the purchase of The Halifax 
Insurance Company of New York^ with an annual iin'olveinent of some S‘ 1,201), 000 
premium income, almost all of which accrues to the tire account. 

In the office of chairman, the Rt. lion. Lord (buitauld-Thomson, K.B.IL, C.B., 
has for the past twenty years served The Employers^ Liability with great distinction, 
helping to create the high prosperity it enjoys, and in recognition the board expresses 
a wash that, on relinquishing the chairmanship at December 31 next, he will accept 
the position of honorary president of the corporation. Viscount Knollys, who succeeds 
to the chair, has served the corporation as managing director for 21 years, and his 
exceptional knowledge of the United uStates, as well as of Canada and other areas of 
activity overseas, will be an asset of considerable value lo the corporation. Mr. C. li. 
Keyscll is to be appointed chief exccuuve officer of the corpoiulion .vitli the title of 
general manager. 

"I'he combined premium income of The Employers^ Liability group of companies 
for 1953 was ;('27,664,156, an increase in the year of /;i,935,35L of which /22, 471,787 
(against jf20,933,]01 in 1952) applies to accident and general business, 4’2, 590,511 
(against /,2,249,933) to lire business, /'496,906 (against /'6i9,476) to marine business of 
The Merchants' Marine^ and 7^2,104,952 (against £1,927,313) to life business written 
through the Cjlericaf Aiedical & General Life. Prolit and loss transfers in respect of 
the group totalled £1,018,830 (against £422,971), and gross interest income was £876,468 
(against £806,461). After charging expenses of £43,386, allocating £320,000 to staff 
pensions, and providing £918,836 for United Kingdom taxation, the consolidated net 
prolit for the year was £613,076 (against £324,881) and with balance of £858,371 from 
previous year gave an available total of £1,471,447 (against £1,060,947). The dividend 
for the year, maintained at 4s. 6d. a share, less lax, cost £190,463, and £250,000 was 
taken to generai reserve, leaving an unappropriated balance forward of £1,030,984. 

Individual underwriting results ot The Employers^ Liability show the motor account 
with premiums of £10,239,014 (more by £954,816 than in 1952) as producing a reasonable 
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profit — a welcome reversal of the general experience of recent years — and workmen’s 
compensation business with premiums of (a decrease of £159,837) no more 

than breaking even on the year’s transactions. Other casualty business produced 
satisfactory results and, taking the accident account as a whole, the underwriting profit 
was £796,562 compared with £233,171 formerly. In the fire account, an increase of 
£338,825 to £2,443,350 in premium income reflected the policy of steady expansion in 
this department. The trading surplus on the fire account was £119,266 (4*9 per <;ent. 
of the premiums) against £120,395 (5-7 per cent.) in 1952. 

Trading of the corporation’s marine subsidiary. The Merchants^ Marine Insurance 
Company^ was again satisfactory. The net marine premiums totalled £496,906. After 
providing for all known liabilities and transferring £15,000 (nil a year ago) to profit and 
loss, the marine fund at the year-end was £698,568, or 140-6 per cent, of the premium 
income, following 131-5 per cent, and 144-5 per cent, in the two preceding years. The 
drop of over £100,000 in marine premium income w'as due mainly to the fall in world 
commodity prices and to the general reduction in cargo rates. Widespread rate-cutting 
in this class of business continues, and the chairman gave a warning that unless something 
is done by the market this hitherto profitable side of marine business is likely to be 
running at a loss. 

New life sums assured w'rittcn by the Clerical^ Medical and General Assurance 
Society in 1953 were £7,302,053, an increase of £583,933 on the 1952 figure, and 
constituted a record high level of production. Life premium income exceeded £2 
million for the first time, and total income exceeded outgo by £935,715 to which extent 
the life assurance fund was advanced to £22,0-16,492. The consolidated profit and 
loss account was credited with £55,816 in respect of life profits. 

'rota! assets (including the figures of The Merchants^ Marine^ but excluding assets 
of £26,232,163 relating to the (Jlerical, Medical and General for which a separate balance 
sheet is presented) arc shown in the consolidated balance sheet at £43,095,513, and 
compare with £39,433,361 formerly. Investments total £31,749,306 (against £28,626,749 
a year ago) and include United States Government securities of £18,760,307 (against 
£17,879,755), debentures at £4,645,814 (against £3,516,657), ordinary stocks at £2,968,974 
(against £2,601,832), Commonwealtlt Government securities at £2,288,091 (against 
£2,147,680) and United Kingdom Government securities at £1,899,295 (against 
£1,640,903). In addition to departmental funds (ex life"! of £10,287,486 (against 
£9,665,721) and the increased profit and loss balance, there is a general reserve of 
£4,250,000 (against £3,500,000) which includes share premium account of £920,000. 
lure and accident claims outstanding arc provided for in the sum of £19,174,470. 

The share capital of the corporation has not been changed since 1921, and in 
that time the premium income has increased from £5,500,000 to almost £25,000,000 
per annum. Additional capital was felt to be desirable in order to continue the world- 
wide development which the organisation is capable of in all other respects. Having 
regard therefore to the strength of the reserves, the directors considered it appropriate 
to pay up the uncalled capital of 15s. per share on the e.xisiing shares by capitalising 
£1,154,317 from general reserve, and to raise fresh capital with a view to bringing the 
authorised share capital to £3 million and the issued share capital to £2 million, against 
the then figure of £384,772. 
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National Mutual Life Association of Australasia 

BkfORE 1869 if the premiums on a life policy were not paid the policy lapsed. But 
with the founding in that year of the National Mutual Life Association of Australasia 
a new era in life assurance was inaugurated. Always to the fore in bringing to the 
practice of life assurance every possible improvement likely to be beneficial to its 
members, the association is deservedly proud of being the lirst ofllcc in the world to 
introduce the non-forfeiture principle by appl^nng the surrender value of life policies 
to paying premiums so as to prevent a policy lapsing until the surrender value became 
exhausted. To-day an automatic non-forfeiture provision is incorporated in practically 
evory life policy issued in English-speaking countries. 

'I'he association, whose bead ollicc is in Melbourne, operates throughout 
Australasia, Great Britain, Northern Ireland and Eire, South Africa, and (Ceylon. New 
business written for the year ended September 30, 195^ amounted to £42,443,930 sums 
assured, compared with £41,826,836 and £40,635,083 in the two preceding twelve months, 
'rhe comparable new business figure for 1949 was £25,520,000. 'Ehese ligures relate 
to ordinary department business only as the association does not issue industrial policies. 

'Lhe United Kingdom organisation is a self-contained unit and operates from 5, 
Chcapsidc, London, K.C.2, under the managership of Mr. E. E. C". Barnsley. Some 
conception of the importance of the United Kingdom branch is obtained from the 
new business written, which for the twelve months under review consisted of 5,086 
policies for sums assured of £3,795,604. 

Taking the association’s bir incss as a whole, there were issued in the year 61,569 
new policies lor sums assured of £42,443,930 at single and annual premiums of £ 1 ,5 32,507. 
I'hc total net prcmiimi income amounted to £10,480,500, against £9,858,735 formerly. 
Annuity considerations brought in £653,444 (against £605,726) and interest income 
w^as higher by £394,406 at £3,529,049. The average rate of interest earned on the 
assurance fund was £4. ts, 9d. per cent, gross, following £4. 2s. Hd. per cent, and £4. Is. 4d. 
per cent, in the two preceding years, the corresponding net rate being £4. Os. 3d. per 
cent, against £3. 145. 6d. per cent, and £3. 145. Id. per cent. 

Payments to policyholders or their representatives required £5,788,347, of which 
£2,031,533 was in respect ot claims by death. As a result of the year’s transactions 
the assurance fund increased by £6,768,163 to £93,095,044. 

A strong actuarial reserve position is reflected in a decision to anticipate the normal 
triennial investigation as at September 30, 1955, and to distribute a portion of the 
year s surplus in the usual form ot reversionary additions to the amounts assured. 
The distribution is upon a scale substantially higher than the scale which the association 
has maintained unaltered since 1947. 

T-Otal assets arc shown in the balance sheet at £100,470,753, having passed the 
£100 million mark for the first time with an increase of £5,794,531 . In addition to the 
assurance fund there is an investment, contingencies and exchange reserve of £3,702,881, 
an income tax icserve of £150,000 and a general fund of £100,000. Government 
Fecuritics are includcu in the balance sheet at £30,516,704, loans on mortgage at 
£32,175,007, and municipal debentures and loans to public bodies at £16,790,079. 
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The association’s results for eighty-four years — 1869 to 1953 — show a total of 
£118,184,397 paid to policyholders, and assurances now in force amounting to 
£329,343,358. 


Insurance Notes 


Figures published recently by the Life Offices’ Association agd 
Associated Scottish Idfc Ofliccs, r,how the total new business of 
member companies at £817 million si: ms assured in 1953, an increase 
of £48 million on the previous year, 'fhesc figures arc stated to account for at least 
99 per cent, of the total ordinary life business transacted in this country. 

Within these totals, new business under group life and group endowment assurance 
at £164 million compared with £159 million in tl\c previous year. 'The increases noted 
in recent \ears in new sums assured under group assurances tor pension j-jurposcs showed 
a tendency to slow mp in 1953, while new sums assured under ordinary policies "excluding 
group business) shoivct! a larger increase comparetl with 1952. 'rivxse facts are illustrated 
by the following figu.rcs taken from the summary of siaiisiics. 

Orthnary l -ife Assurance (exekutipj? (Jnujp ni.:->iness' 


Year 

No. of new p^•iie!c^ 

New ^’alns a^sure 

1951 

698,000 

£59.L0O0,000 

1 952 

691,000 

£(>10,000,000 

1953 

695,('00 

yjo5:5,000,()00 


Ciu'U!') Life and (frnup Lndownient 

Assurance 


Year New assured 

l.Oal /' 1 20 , 000 , 0' '0 

10^i2 . ... /:iy),oi'<),ooo 

10‘5'^ ... . i: 104,000,000 


'I’he average new su.m assured per policy in respect of iiuii’x iduai life assuianccs 
(i.c. CKcluding group business) continued to rise. In 1951 it was £S50 ; in 1932. -JJ'>b0 
and in 1953, 'iolal sums assured reui bonuses in force at the end of 195 3, again 

excluding g:’oup business, totalled. £5,147 miliiun as compared, with £4,S01 million the 
year be!.bre. As a measure of overseas business, roughlv one-sixth of new sums assured 
under indi\id.ual policies were written aer-'ad by the rriicd Kingdom olliccs. Ihc 
increasing sir. cess of these ofiices in overseas fields is shown by the following table of 
sums assured fa.id bonuses) written abroad and in Ibrce under individual ’policies at iJic 
end of e.ich of the j^asi live yeai s — 


^'car 
1040 
I OSO 
lost 
1052 
1953 


vSiiius a-.>i!rcd uind bonuses 

X4{iS,00(),000 

X:45S,000,00(t 

f524,n0(\000 

/■000,(X)0,000 

£oyo,oo(\ooo 


By the end of last year about 1,900,000 employees in the Ignited Kingdom were 
covered either for life assurance or for pension benefits — the great majority of them for 
both — untlcr schemes established by employers for the benefit of their staffs. 'I'he 
total sums assured in force under these schemes amounted to over £1,000 million, 
while future pension rights exceeded £235 million a \car. 

The following table gives aggregate figures of member ofliccs for income and 
expenditure on ordinary life and annuity funds. 
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Total 



ordinary life 

'Fotal 

T’otal 



Year 

and annuity 

income from 

payments 


Increase 


funds at end 

premiums and 

to or from 

T oial 

in funds 


cjf year 

invi'stmciits 

pcil icylmldcrs 

outgoing 

over ycai 


£m. 

£m. 

£m. 

£m. 

£m. 

1951 . 

. 1,895-0 

330-6 

163-8 

213-8 

116-0 

1952 . 

. 2,030-0 

360-0 

172-5 

226-2 

133-0 

1953 . 

. 2,204-0 

393-2 

162-2 

220-8 

172-0 


Mr. George Wili-red Bridge, F.C.T.I., general manager of the 
NEW PRESIDENT / Gcucral Assimuicc SiKiefy and managing director of the 

Gresham Life ami Fire ami Accident Societies^ has been elected president 
of The Chartered Insurance Institute for 1054-55. Mr. Bridge commenced service with 
the Legal and General over 35 years ago. At dial time the society was a thriving life 
othcc, writing over £5 million new sums assured and just commencing the transaction 
of fire and accident business. Since then the society has made iremendoiis progress, 
and in 195^ its new life business exceeded £81 million, while the lire, ac-cident and 
marine premium income was around £4 million, and total assets over £209 million. 

The new dcpuly-presidcni of The Chartered Insurance Institute^ Mr. It. 'F. Silver- 
sides, has bccTi joint geneiai manager of the Ynrhshire Insurance Catnpauy since 1950. 
Mr. Silvcrsidcs is also ticputy-chairman of die Trade ludcninity ijOinpan\\ deputy- 
chairman of th: Fire OfTices'' CaininitTce Fire Proteeiian Associaiiint^ and a uiembcr of 
the board. oS' a number of companies, inchiding the Aehuiou and Gem raJ lusuranee. 

In the past few' months a number of insurance comnanies have 

LICENSES AND ^ 

GENERAL CAPITAL put forwaid platiS for the reorganisation an ! simpliticniion of their 
REORGANISATION Tuisiiig of-fuithcr lijiancc. 'Fhc latest example is 

the Licenses and General Iifsuram\ (Aimpatiy^ with a rights of^er, at a jiricc which at 
present has to be announced, alter a scrip issue has first paid up uncalled capital. At 
present the paid-up capital is £102,662, representing £99,022 in iO.s'. ]’aid o?i 198,044 
ordinary shares of £1 and £3,610 in fjlly-paid pirfcicncc shares. Under the proposed 
scheme v^hat is in c fleet a scrip issue o^'onc-for-one will make live onlinary shares fully 
paid, while a share- for-sharc scrip issue, but in ordinary shares, will likewise double 
the capital held by prclcrencc shareholdcis. Bxapt rhai tlicy liavc a prior ciaini to an 
8 per cent, paymenl, ike div idend rights of die pivlerence shareholders are lilx those 
for the oi’vlin.ny, and as for 30 years dividends have been substantially in excess of 
8 per cent. — last year the rale was five points up at 45 per cent. — the distinction is 
hardly worth piescr\ing. do facilitate cotuersion to a single class, preference share- 
holders arc offered a further 10 per cent, serrp issue involving £364 and making their 
total prospective capital, in ordinary shares, £7,644. As a result of these several trans- 
actions the company’s issued capital will be £205,688 in fully-paid £1 ordinary sliarcs, 
each of which it is proposed to divide into two fully-]xrid sliares of 10s. 

A meeting to approve the reorganisation will be convened for the latter part of 
November and shareholders registered at diat date will be given the right to subscribe 
in cash for 108,624 new shares on the basis of one fur every four held. 'Fo bring the 
issued capital cn to an even £260,000 shareholders will also be allowed to subscribe for 
a further 5,780 shares. 'Freasury consent to the cash offer will be required. The 
authorised capital is £1,000,000. 
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The trend of insurance dividends continues upwards. The 
mvjDENM Insurance and its subsidiary, the Liverpool and London and 

Globe arc raising their interim payments for 1954 to the higher level 
established by last year’s final payments. In the ease of the Royal this is 5s. 9d. per 
£l stock unit. The Globe is paying an interim of 215. 6d. a share (£2 paid), or the same 
as last year’s final, but 25. more than the 1953 interim. The Royal holds all the issued 
capital of the Globe. 

The Royal lixchangc is fulfilling its promise to pay an interim of 10 per cent, upon a 
trebled capital. The increase in capital took the form of a capitalisation issue and a 
rights issue for cash. The iiuerim a year ago was 20 per cent, and the final 30 per cent, 
on the old amount. 

The interim of I5. 6 c/. per £l share, IO5. paid, declared by the Atlas Assurance is 
cq.icil to 15 per cent. It is lathei bcitcr value than the corresponding dividend of 75. 
per shave of £5 with £\. 5s. paid, or 28 per cent, declared a year ago because a scrip 
issue of 100 per cent, applied to paying up calls, accompanied the share subdivision 
carried through in the spring. _ 


All oliices which arc members ol' the Life. OHices’ Association 

COMMISSION 

RATE and its Scottish counterpart have agreed to observe new maximum 
REVISIONS a'lvnnission terms for the iiUroducMon of pension scheme business 
and its subscqiictit annif.l renewal. The olijcc'. c'f ilic new terms is to acireve a balance 
between an endowmc it assurance pension plan :vid a group hfe and defj^'rt.'d annuity 
arrangement. In cOeeb maximum rates ol comnussion for endowment sclientes arc 
fixed at a lower level ihaoi have been ofrered by most ofiiccs in recent years, aiid: an 
increased rate of commission is now payable under group life and pension business. 


DiscrNSPas 


THE PURPOSE p^efore li’c b 
OF INSURANCE ‘ ^ ^ ^ 


ge: 

dealt with intangibl..: ■; and prod- ice 
insurance did ere no, however, wn 
lo-day coulii scarcvly si» '\'he. let : 
popular iiotion lh;:l insurance and 
emphasised that insurance was, in 
a familiar qiicaa'-ion from the vSt: 
merehanls, c^;pecia^.y the youngc] 
more freoiv ”. 


the purpose of insurance in his presidential adi.lrcss 
a ice Tns’iuile of London, Mr. II. S. 'Thorp, deputy 
' rf the PvndeniLil eUsin\iax,\ pointed out tliat it 
.1 !:oihiug that could be packaged or dispJayed. W'hat 
> a Ciumiiodity without which an ordered v.ay of life 
done f>iosncr, r.amch, “ Cionfidence Denying the 
‘‘ safei:y nrst ” were syr.oinm-oiis terms. Air. 'Thorp 
fact, a sour to c.ntcrprise — a ^ie'•\• he supporic.i with 
ttule ot 1601 — Insurance is a jneans whereby all 
: sort, arc alluied to adventure more willingly and 


lA‘\v rcvolniions ha\'C k ff a deeper impress ujhmi human life than limsc, in the realms 
of scientific research and technology, that ha\ c brough: new insirumenis and methods 
to the task of cxjdoiting the world’s natural resources, ihii, wiili every adwmee in 
technique, the \ital step between experiment auvl application, between the idea and 
its fnllilmciu, brings with it heavy and often original hazards. 'There are going forward 
in the world to-day some immense projects, of which the Dwen Tails Dam whose end 
ultimately will be the clcctrilicalion of vast areas of the African continent is but one. 
In the mobilising of natural resources on this scale, said Mr. 'Thorp, insurance plays an 
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indispensable role, for such is the incalculable and crippling cost of misadventure, that 
this peril might stand forever between the concept of an enterprise and its realisation 
but for the safeguard — the stimulus of insurance. 

At ihe 1^^54 Congress of the International Union of Marine 

DISCRIMINATION ® t • t 

IN MARINE Insurance, held at Scheveningen, Holland, Mr. J. 1. Bryne (United 

INSURANCE States) pointed out that many governments, whilst not willing to act 
alone in making protests against restrictive practices, would be ready to act in conjunction 
with others, and it was suggested that if this could be done positive results might well 
be achieved as governments introducing discriminatory laws were more likely to heed 
such protests when they were ma.dc by a group of friendly naliors. As tree converti- 
bility of exchange migltt well be possible Vvithin the near future such a step would test 
tlic sin.ccrity ol those governments who had used the pretext of shortage of foreign 
CMch'ir.ge to inti.odiice discriminatoTy legislation in iransporL insurance matters. Air. 
Hryne cited ilic cases of Alexico and Pakisian wliich had brought in such laws in the 
past year. 

Air. Harold H. Mummery, the marine underwi iter of The LarJoji sneaking 

at the Congress on the subject nl'hull insurance, gave it as bis opinion that tltc dilliculties 
of undcrwrilcvs itt lliis murk^ i arc not likely to get less in the imincchate future. Owners 
are still faced with fulling {'? eights and the cosu. of materials atul Ltbour show no real 
tendency to decrease. In the United King.lom, Mr. Munnnciy c-.tlculato; (Ik; increase 
in the co: t of repairs which underwriters may expect since December 31, 19'33, will be 
something between 5 pe.* cent, and 7 per cenl. hi \'iew of the problem of dclavt^d 
claiiiis. A^.r. Alummery said it was too early to determine how rccc ‘t years’ underwriting 
accounts will deteiop. Ihit so long as there v/cro these delays in the presentation r 
hull claims it seemed to him that no constructive suggestions could he inadie to iinprot 
the lot of underwriters. 


LIP-'E ASSURANCE 
AT THE 

LABOUR PARTY 

CONFERENCE dclcacd 


A m-MANn for the cxecuhxo of tltc I.abour I'-irty to consider 
‘‘ the desirabililv of the naiioiiahr/ation of all life assurance ” was 
ing disco es'>::s heforc the standing o’Jcrs cominitlee. 
A resolution to consider the prssl-.nlity of a naiior-ui pension scheme ns a develop- 
ment ol’ national insurance — j^articuiadv in \ie\\ of the rc'cianmendaiions in the 
Millard d'ucl'.er Rcj'ort which seem to favour imiiuiy the higher paid workers ” — was 
too far down on ih.e agenda fvrr discus::ion. 'I'liis indicates tiuu the National lixccutivc 
will not be asked K; revise their views on insurance as set our in Cihallenge to 
Britain ’b 'fhe insurance industry was not mcnlioncd ciscwlunc in the agenda. 


Insurance Appointments, etc. 

NorwK'II Unuw Imkl IxsuKAXCi- Socii/iY.— Mr. F. E. Halt’our, S.S.Cy, N.P., lo be a local 
director at lulinburgh. Mr. 1.. Marler, T.i).,‘U) be a local dirci-t('r at City OMice. 


London and LANCASiiTai: Insuranci: Company. — Air. J. (k Walker to be a local director at 
Edinburgh. 
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If you are proud of your home... 

you will agree that to leave it unprotected 
is unwise to say the least of it. Loss and 
damage can come from many quarters — 
fire, storm, burglary, chief amongst them. 

'rijc Householders Comprehensive 
Insurance Policy will cover your homo and 
its contents in such a way as to leave 
nothing to chance. You will be wise to 
take, advantage of the favourablcs terms 
offcrcil in this (Comprehensive Policy, and 
protect yourst'lf against the possibility of 
loss which might well be financially 
crippling. 

Special terms arc available to Bank. Officers. 
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The Liberal Tradition in Economics 
By G. L. S. Shackle 

Brunner Professor of Economic Science ^ University of Liverpool. 

T hose who have had the privilege of knowing, in however slight a degree. Professor 
Robbins himself, Lord Keynes, Lord Beveridge and some of the other principal 
personae in the great theoretical-political economic drama of the last twenty-five 
years will see in Professor Robbins’s latest work^ a most fascinating personal document. 
For with all its wealth of argument, fact and reflection, much the most interesting thing 
that this book shows us is how a scholar brought, at necessity, his apparatus of abstract 
thought to bear upon the harshest practical problems, how a generous and disinterested 
mind responded to this experience by enlarging its outlook and accepting new ideas 
and possibilities without abandoning its long-examined basic principles, and how an 
inestimable service has been rendered not only to truth but also to the guidance of 
our rulers by the determination of at least one economist of the first rank to regain and 
retain his freedom. 

The economist, as a whole man, secs freedom as two different things : first as 
something wanted, abo\'e all other things, for its own sake, since without it life would 
not be worth living ; and secondly, as the necessary condition of Iiis being able to get 
the most out of his limited resources. No subtle argtmicnt is needed to prove this 
latter proposition. If my limited means enable me to produce, or to obtain by exchange, 

any one of a range of different things A, B, C, , G, and of all these 1 prefer B hut 

someone compels me to have C' instead, I am suffering a loss of satisfaction. It was 
this conception which, when the blast of his trumpet was heard in 1936, Lord Keynes 
seemed to some to be challenging. In this book Professor Robbins speaks of Keynes's 
“ untimely death in the service of the highest kind of economic statemanship,’' and of 
his “ giving up his life in an effort to raise the dollars which he deemed necessary.” 
By these generous tributes Professor Robbins seems to recognise that Keynes’s aims 
and basic theoretical insights were not incompatible with his owti. 

After a cautious and modest appraisal, in his first lecture, of the modern economist’s 
usefulness to his countrymen, in which he warned his student audience not to think 
that all the problems of life and politics, and their solutions, arc economic. Professor 
Robbins goes on, in his second lecture, to examine the meanings of “ full employment ” 

* The Economist in the Tzventieth Century and Other Lectures in Political Economy^ by I.ionei. 
Robbins. London : Macmillan and Co. Ltd., 1954, pp. xi 225. 165. 
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as an objective of policy and in particular the definition of it given by Lord Beveridge. 
To one brought up, like the present reviewer, in a liberal atmosphere and tradition, 
one of the most disturbing experiences of the years just after the war was to see, from 
the viewpoint of a humble Government economist, the willingness even in official 
circles to consider seriously the suggestion that the best way of ensuring full cmplo 3 rmcnt 
might be to stoke up activity by high-pressure expenditure which it then proceeds 
to ‘ contain ’ by direct price-fixing.” Professor Robbins has dealt faithfully with this 
order of ideas : “If the world wins through once more to an outlook of reason and 
sanity, I think it will be a matter of amazement that men who professed to have the 
interests of the good society at heart, should have thought that its coming could be 
hastened by the resort to measures so destructive to all that is most essential to it.” 

It is when he comes in his fourtli lecture to discuss the control of inflation that 
Professor Robbins attacks the most central of his problems with the most controversial 
of his arguments. First his prognosis : “ Some small upward movement of prices as 
time goes on may be supportable ; . . . But a trend which is capable of halving the 
value of savings within a decade is not of this order ; sooner or later it must come to 
some disorderly conclusion.” One may feel the utmost instinctive sympathy with this 
view without accepting it as a self-evident truth. A doubling of prices every ten years 
is an annual increase of rather less than 8 per cent. Now if taxation were substantially 
cut, there is little doubt that industry could afford in its present prosperous condition 
(which is evidently bound up with the inflationary trend) to pay a great deal more for 
its capital than the present 4, 5, or 7 per cent, on debentures and preference shares. 
Suppose it were able to pay 10 or 11 per cent, ? This, after allowing for the halving 
of the ' alue of money every ten years, would still leave lenders with the 2 or 3 per cent, 
per annum which is all that buyers of gilt-edged securities have sometimes been able 
to get in non-inflationary times. Is not a “ moving equilibrium on these lines 
theoretically conceivable ? Might it not even have one positive advantage, in compelling 
the constant re-lending of a large proportion annually of the lender’s capital, which 
proportion could thus be transferred to the most promising and profitable industry, 
whichever tliat might currently be, instead of being left with the original borrower ? 
No doubt the ordinary lender \vill one day wake up to the fact that he is receiving a 
negative rate of interest, in real terms, on the savings which he keeps in fixed interest 
securities at 3 or 4 per cent. But if he then proceeds to spend all his spare income on 
luxurious extravagance until he is offered 10 per cent, or 12 per cent., does it follow 
that he will not ultimately, if the inflation goes on, actually be offered that ? 

Professor Robbins says that he is not here concemec with the deeper or sociological 
causes of inflation. He does not touch at all on the implications of universal suffrage 
enjoyed by an electorate which has become conscious of “ public ” economic matters 
(as distinct from those of the individual family’s purse and budget), which has enjoyed 
very high employment for half a generation, which is kept assiduously supplied by its 
press and its leaders with some of the more politically interesting results of the nation’s 
greatly improved statistical services, and whose votes must be sought by both parties 
by means of the same sort of promises and not very different policies. In an economic 
system where this situation prevails one might be excused for supposing that a wage- 
price spiral is inevitable, though for my own part I think such a conclusion docs the 
Engfi^h people less than justice. However, Professor Robbins has defined the scope 
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of his lecture so as to exclude such questions ; he is here interested only in the mechanism 
of inflation in a narrower sense. 

As an explanation of the behaviour of the general level of prices, and as the basis 
of a policy for controlling it, Professor Robbins finds the Quantity Theory not merely 
adequate but even superior to what he conceives to be the Keynesian alternative. For 
Professor Robbins’s general philosophical and political outlook I feel the closest sympathy, 
but I feel bound to say, with all respect, that I do not think he has properly understood 
Keynes’s theory of the price level. “ When we are forming a judgment as to the probatle 
effectiveness of monetary policy in controlling inflationary tendencies,” Professor 
Robbins says, “ all this talk about rates functioning, so to speak, in vacuo is entirely 
beside the point. The important thing is the control of the credit base. ... It is much 
more realistic to think of the size of the credit base coming first and movements of 
rates of discount and the rest being consequential adjustments.” Whatever else does 
he suppose Keynes had in mind ? And what are interest-rates which function “ in 
vacuo ” ? Keynes regarded the system of interest-rates as being essentially governed, 
in a given expectational setting, by the quantity of money which itself is of course 
closely constrained by the size of the credit base ; and he thought of the rates of interest 
as one of the determining factors (again, in a given expectational setting) of the pace 
of investment and therefore of output as a whole. When output is increased we shall, 
in the short period, move up a positively inclined supply-curve of “ general output,” 
and the general price level will therefore rise. In this conception how can interest-rates 
be said to be “ in vacuo ” ? The mechanism by which they are themselves determined 
is explicitly described by Keynes, and the mechanism by which they in turn determine 
activity, and by which activity determines prices, is also set forth. 

The question we must ask Professor Robbins is indicated, I think, by his remark that, 
in Keynes’s system, “ direa influence of money on prices and activity, if not actually 
denied, is slurred.” Now what are we to understand by “ direct ” ? I cannot for a 
moment suppose Professor Robbins to be claiming that the quantity of money can 
influence prices without the intervention, as a link in the causal chain, of human 
preferences and decisions. Perhaps he would say “ I admit human habits as a connecting 
link, and these work through a tendency towards constancy in the velocity of circulation 
of money.” Indeed he docs say on page 76 : “ The fundamental habits on wliich 
velocity depends may change much in the long period. But in the short period, although 
anticipations of weak monetary policy and further inflation may cause these habits to 
give way, experience shows that it is only necessary to exercise a firm control of the 
supply of money for movements of this sort to cease.” This is a cautious statement, 
and is no doubt compatible with the fact that in March, 1920, according to calculations 
made by Professor Phelps Brown and myself,^ the annual velocity of circulation of that 
part of the cheque-paid money stream which mediates “ real ” (as opposed to Stock 
Exchange) transactions was 14*64, while in July, 1921, it had fallen to 8*98. It is indeed 
obvious that rates of interest are far from being the only channel, perhaps they are not 
even the rrost important one, through which the ready availability or the scarcity of 


* London and Cambridge Ecom>mic Service Special Alemorandum No. 46, May, 1938, Statistics 
of monetary circulation in England and Wales^ 1919-37, by E. H. Phelps Brown and G. L. S. 
Shackle. 
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funds influences people’s decisions to invest or to consume ; but the Quantity Theory 
says nothing of such other channels or indeed of any psychic mechanism at all, except 
mere habit. 

I have left myself no space to do more than refer briefly to the rest of the book. 
Lecture 5 is an admirably clear, brief and detached exposition and critical examination 
of the problems of international monetary relations and their possible solutions. Next 
follow chapters on commercial policy and on international financial reconstruction. 
The final lecture, first printed in July, 1950, and called Towards the Atlantic Community^ will 
give the reader a profound respect for Professor Robbins’s understanding of political reality. 

The book abounds in phrases and asides which give the reader pause : “ In a 
world from which the great men have gone — or almost gone — we do indeed need 
leadership.” Can it be true that England has ceased to produce rare spirits, men ot 
genius in understanding or in action and of noble aspiration ? “ We do not need to 
assume ” says Piofessor Robbins, “ that all politicians are ignoble — it is indeed much 
more sensible to assume that a substantial number try to do their duty.” Yet “ Truth 
and tolerance have declined and the decent order of the world is broken.” 

The manner and the matter of this book are restrained and suggest even a certain 
quietism, yet it is far from pessimistic. 

Liverpool University, G. L. S. SHACKLE 

October 20, 1954. 


Correspondence 

CONVERTIBILITY PROBLEMS 

To iiiii Editor of the Bankers’. Magazine 
Sir, — I did not intend to impugn credit policy generally, but only in relation to a 
certain problem in certain circumstances. I do not deny that it may be a valuable 
element in a policy lor steering the domestic economy between the Scylla of inflation 
and the Charybdis of depression and unemployment. I hope and believe that it will 
continue to play its part in this policy. 

Credit policy can also be used to affect the external balance of payments, a tight 
policy tending to improve it, and conversely. Thus there should be one specific policy 
wliich secures that external pa^^ments are in approximate balance. But the trouble is 
that the policy required to secure this end may be more deflationist than that required 
to steer between the domestic Scylla and Charybdis, as mentioned above. I think 
that Mr. Hawtrey’s letter^ implies that the two criteria (domestic stability and external 
balance) require the same credit policy ; I hold, on the contrary, that in theory, and 
naturally therefore in practice also, this is not so in many cases. I fear that this is not 
the place to aiguc that point. 

* The Bankers' Magazine , November, 1954, page 393. 
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My contention is that, were the two criteria in conflict, priority ought to be, and most 
indubitably will be, given to the criterion of internal stability. This has been the con- 
sistent policy of the United States — not always successful — since 1922. There is no 
chance that Britain will go in for deflation leading to serious unemployment (“ the old 
medicine ”) in order to improve the external balance of payments. 

I am ready to admit that the present conjuncture is abnormally favourable for 
convertibility, although not for the reasons that Mr. Hawtrcy gives. He seems to connect 
by implication the improvement in our terms of trade with the American recession, 
arguing that American revival will worsen them. But the improvement in the terms of 
trade occurred before the American recession began, and these terms have been approxi- 
mately the same this summer as they were last summer. Furthermore, as the substantial 
fall in the prices of our imports had already occurred more than eighteen months ago, 
I am doubtful if British manufactured export quotations are still much influenced by 
the higher cost of materials obtaining in that much earlier period. 

In admitting that the present conjuncture is abnormally favourable to convertibility 
I am tliinking mainly of the gold and dollar situation, whereas Mr. Hawlrey’s arguments 
relate to the “ overall balance.” The reason v/hy the conjuncture is favourable is the 
great volume of iVmcrican overseas expenditure on defence account (I do not refer to 
“ aid ”). This touches the direct U.K. dollar balance, through American expenditures 
on stations in England, etc., and on off-shore procurements ; it has a larger effect on the 
world wide dollar balance, and this point is of vital importance in relation to sterling 
convertibility, because, in the period in which the world has a relatively abundant supply 
of dollars, there is likely to be less tendency for third party countries to restrict imports 
from Britain in order to obtain dollars via a convertible sterling. 

Wc have to recognise that this is a transitory condition, although it may last for some 
years. Mr. Hawtrey argues that it would be unwise to take advantage of this transitory 
condition and presiunably implies that wc should wait to sec how matters stand when it 
is over. But this is to ignore the point, the arguments for which I supplied in my original 
article, that convertibility would itself have a tendency to improve our gold and dollar 
balance. 'Fhe case I argued was that convertibility might well subject us to a consider- 
able strain in the earlier period, but would strengthen our gold and dollar balance in the 
longer period. If this is correct, it is surely a reason for taking advantage of a transitory 
period (one, however, likely to last for some years) in which the early strains will be 
considerably reduced by the relative abundance of dollars in the world, and thus putting 
ourselves in a position to gain the long run benefits. If we wait for a period of years, 
w^e may have failed to put ourselves on the way to gaining those long run benefits and 
have missed the happy opportunity presented by the coming period in which the strains 
of restoring convertibility would be substantially cased. I do not feel that Mr. Hawtrey 
has met this argument. 

One further point. Mr. Hawtrey says that “ Mr. Harrod apparently has no other 
remedy for an adverse balance ” (viz. other than import restriction). Why does he say 
this ? All policy designed to increase efficiency and competitiveness is a remedy for 
an adverse balance. One does not have to recite all this in every article. I have been 
pleading strongly recently for an “ optional ” system of depreciation allowances as 
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something that the Government could do at once. I believe that that would have a 
strongly favourable effect on our external balance. I hope that we shall adopt all avail- 
able measures on various lines, whether we have convertibility or not. But I also hold 
that the restoration of non-resident convertibility would itself be a policy measure 
likely to improve our external balance. 

I am, etc. 

Christ Church ROY HARROD. 

Oxford. 


AN E.C.G.D. FOR U.S.A. ? 

To THE Editor of the Bankers’ Magazine 

Sir, — The comments in your September issue (pages 212 and 213) on my article 
in the Burroughs Clearing House dealing with the financing of long-term exports amused 
me. Was the writer irritated because we here in the States do not like to be forced out 
of overseas markets by foreign government credit competition and are trying to do 
something about it? His remarks are a compilation of meaningless phrases which 
stand out like a muddy spot in the erudite material of your magazine. I read his com- 
ments carefully but don’t know what he is trying to say. 

You may be interested to know that the policy which many American industrialists 
and bankers have been advocating is becoming a reality. The Export-Import Bank of 
Washington is ready to assist American exporters of capital goods by extending credit 
lines up to five years. The bank will insure (guarantee) 60 per cent, of shipment without 
recourse to the American manufactuier, provided there is a down payment of 20 per cent, 
by the foreign buyer. This arrangement will enable American commercial banks to 
discount the notes, 60 per cent, with recourse to the Export-Import Bank and 20 per 
cent, with recourse to the seller. 

Perhaps your readers should have a full and unbiased review of the subject. They 
are no doubt interested in the current policies of the. Federal Reserve Board, Export- 
Import Bank and of our commercial banks. 

Very truly yours, 

American National Bank and Trust Company of Chicago^ A. M. STRONG, 

Chicago 90, Illinois^ U.S.A, Vice-President, 

October 19, 1954. 

[Mr. Strong seems to have misunderstood our comments, and still does not appear 
to grasp the distinction between insurance and credit-granting. Both services can be 
rendered by one and the same institution, but they are different in kind and call for 
separate accounting. When we wrote the Eximbank had refused to grant long-term 
credit. On October 28, Mr. Rowntree, Exim’s economist, is reported as describing 
projected new facilities by Exim that would, in fact, mean the willingness to undertake 
both insuring and lending. We asked, and repeat the question, should a bank grant 
lengthy credit lo a customer, and grant it without recourse — and what range of risks is 
covered ? For if non-payment occurs from a cause that is not insured, is there still to 
be “ no recourse ” to the exporter ?— Editor.] 
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O.A.T.T. Ninth Session of the Contracting Parties to the General 

CONFERENCE Agreement on Tariffs and Trade opened at Geneva on October 28 

o**=*^® with an ordinary business meeting. At this meeting G.A.T.T. again 
demonstrated its value in the settlement of trade disputes for it was found possible to 
deal satisfactorily with three complaints, two against Belgium and one against France. 
On November 8 the conference turned its attention lo its main task, namely a review *of 
the whole of the General Agreement. The review began with statements of their attitude 
by the main trading countries which belong to G.A.T.T. and received a heartening 
message from President Eisenhower. The President stated that he intended to press 
Congress when it convened on January 5 for early action on the lines of the recom- 
mendations of the Randall Commission. His message has been supported by the 
prospective chairman of the House Committee of Ways and Means which has hitherto 
held up tariff legislation. The general statements by the various delegations also promised 
well for the future of G.A.T.T. for they showed a noticeable measure of agreement on 
the main objectives of the review and produced a series of detailed proposals for 
discussion. The main points of agreement disclosed in the statements were as follows. 
Firstly, an agreement that G.A.T.T. should become a permanent arrangement and, 
secondly, that its provisions should be tightened. Only the French and the Australian 
delegations appear to have had hesitations on this second point, the French wanting 
to retain the present Agreement without overmuch tightening and the Australians 
wanting to re-negotiate the “ no new preference ’’ rule. Thirdly, there was general 
agreement on the need to reformulate the clauses dealing with dumping and export 
subsidies in order to limit present practices which manage to avoid conflict with the 
existing clauses. Fourthly, it was generally felt that the use of quotas and discrimination 
should be more severely limited and a time limit placed on the unilateral imposition of 
discriminatory controls on trade. Here again the French and the Australian delegations 
were in a minority, the French wanting quotas to be abolished within O.E.E.C. and the 
Australians requesting special facilities for under-developed and developing economics. 

The main points of disagreement so far appear to be those concerning the entry 
of Japan into full membership and the treatment of agricultural surpluses. The British 
Commonwealth countries abstained from the resolution that tariff negotiations should 
be started with Japan in February. If not less than two-thirds of the 34 members 
agree to the results of the tariff negotiations and are prepared to vote for her accession, 
Japan will become a full member. However, the United Kingdom has reserved its 
position and is expected to insist on bilateral arrangements with Japan restricting her 
most-favoured-nation rights. It has been pointed out that in negotiating a payments 
agreement with Japan and in increasing the imports of Japan into the sterling area the 
United Kingdom has done more for the revival of Japanese exports than any country, 
not excluding the United States which has bought less of late from Japan. It can be 
argued, of course, on the other side that a club such as G.A.T.'F. should not have different 
sorts of members, those with full rights and those with only partial rights. In so far 
as the main impact of full membership by Japan would fall on British Commonwealth 
countries some compromise might be inevitable. This would possibly clash least with 
the club concept if it were extended for a traditional period only. 
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At the present time American action under their Agricultural Adjustment Act, 
which permits the President to impose tariffs and quotas whenever necessary to protect 
domestic production and prices, conflicts with their undertaking under G.A.T.T. 
Until American farm policy can be changed it is thought that the American Government 
will insist on a change in G.A.T.T. in order to regularise the existing position. 

It is, of course, not yet possible to see the shape of the new G.A.T.T . but it might be 
said that the review has started on a realistic and hopeful basis. By and large, liberal 
views have prevailed and many of the detailed suggestions, such as the proposal to bring 
G.A.T.'r. into closer touch with the International Monetary Fund, deal with some of the 
weaknesses of the existing regime. However, much depends on the detailed formulation 
of the proposals concerning quotas and discrimination. It is, also, perhaps a pity that 
there has not been more interest in the suggestion that commodity agreements should 
be brought within the General Agreement as they were brought within the Havana 
Charter. For it might well be that in tightening G.A.T.T. more use will be made of 
such agreements in the future and a new conflict brought about. Certainly one of the 
few conclusions that can be made about the working of the International Wheat Agree- 
ment hitherto is that it legalised American dumping which would otherwise have been 
a cause for complaint under the General Agreement. 


The publication of the White Paper showing the United King- 
^ ANALYSED * dom’s balaucc of payments during the first half of 1954 added to the 
brief information previously disclosed by the C^hancellor of the 
Exchequer about the size of the current account surplus. The improvement in this 
surplus, excluding defence aid, from £2 million and million in the two halves of 
1953 to £154 million in the first half of this year derived from a reduction in the visible 
account deficit to £46 million and an increase in the surplus on invisibles to £200 million. 
Export earnings increased faster than the bill for imports, while an improvement in net 
shipping earnings helped to swell the invisible account. Furthermore, if allowance is 
made for the seasonal incidence of oil royalty payments, there would seem to be an 
impressive rising trend in earnings from the Middle East oil fields, reflected in the 
omnibus item “ Other net credits ”. In considering the balance of invisibles, however, 
it must be remembered that the first half of the year gains at the expense of the second 
half by reason of the debt payments to America and (ianada being concentrated at the 
end of December. 

When analysed regionally, the balance of payments shows a most satisfactory record. 
The United Kingdom was in current account surplus with all regions except the dollar 
area, and the small deficit with that area is converted into a surplus if defence aid of £24 
million is counted in. Not since the end of the war has the general pattern been so 
healthy. 

Including the receipts of defence aid, the overall surplus amounted to £178 million. 
In the same period the gold and dollar reserves rose by £179 million. Overseas invest- 
ment was accordingly practically in balance with the increase in sterling indebtedness. 
"1 he figure for net investment abroad, less repayment of loans to the United Kingdom, 
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is shown as ^88 million. Sterling indebtedness, on the other hand, increased by ^^89 
million ; the rise of £\20 million in sterling liabilities was offset by a reduction of £23 
million in the debit balance in E.P.U., and by an increase of £8 million in official holdings 
of non-dollar currencies. The rise in sterling balances held by the colonics was again 
a prominent feature of the total increase. Their share was £86 million, while £32 
million belonged to other sterling area countries, and £2 million to the rest of the world. 
Told in the briefest terms, therefore, the United Kingdom has been lending abroad 
practically the same amount it has borrowed from the colonics. 


GOLD AND DOLLAR ACCOUNTS (In £ million) 



1953 

Jan.- 

June 

July- 

Dec. 

1954 

Jan.- 

June 

Changes^ 
in Jan.-Junc, 1954 

On Jan.- On July- 
Junc, Dec., 

1953 1953 

TRANSACTIONS Wnil DOLLAR 
AREA 

Lnitkd Kingdom 

Visible trade (net) 

38 

40 

28 

, 10 

- 12 

Dclence aid (net) .... 

: 55 

; 47 

. 24 

31 

23 

Interest on North American debt . 

2 

40 

- 2 

— 

; 38 

Other invisibles (net) .... 

: 13 

7 

1 22 

^ 9 

-r 29 

Balance of current transactions ('includ- 

ing defence aid) 

• 28 

40 

16 

12 


Repryment of North American debt 

5 

38 

6 

1 

32 

Other capital transactions (net) 

. 28 

r 38 

• 39 

• 11 

1 

U.K. net credit or debit .... 

• 51 

40 

49 

2 

^ 89 

RI:.ST O? SXERLlNti ArEA 

R.S.A. net credit 

82 

83 

93 

11 

i 10 

TRANSACTIONS WITH NON- 

DOLLAR AREAS 

CJold settlements with E.P.IJ. . 

49 

8 

23 

26 

T 31 

Other gold and dollar transactions 
with non-dollar areas .... 

- 4 

19 

14 

: 10 

5 

Net credit or debit from transaciit»ns 

with non-dollar areas .... 

53 

■ 11 

37 

10 

r 20 

T(»tal net credit t>r debit )- 

186 

54 

179 

7 

^-125 


^ C^hanges increasing net credit, ' 
t Corresponding to change in gold and dollar reserves. 


gold Freed from the incubus of the special payments by Britain which 

RESERVES had affected the figures during the previous three months, the sterling 
RECOVER arca’jj gQij dollar reserves made a satisfactory recovery in October. 
The addition for the month was $35 million, raising the total to S2,936 million (or 75-9 
per cent, of the last peak of $3,867 million in June, 1951), but dollar aid in October was 
on a relatively large scale, amounting to $17 million. A further $8 million representp*^ 
the customary 50 per cent, settlement in gold in respect of the September surplus w'' 
the European Payments Union. This surplus w^as due entirely to the special paym 
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of French debt to the United Kingdom, and is therefore an extraneous item, since it 
docs not reflect any commercial surplus with Western Europe. On the other hand, 
$2 million was paid by the United Kingdom to European countries in accordance with 
the debt funding arrangements made last summer. After allowance for these various 
items, the balance of the $35 million gain on the month, namely $12 million, represents 
the sterling area’s real surplus. 

Sterling Area’s CJoid and Doi-lar Reserves 
Analysis of Gold Movements 
(in S million) 

Gold Payments ( — ) or Receipts ( } ) 


luid of Period 
or Month 

Net 

Surplus 

or 

Deficit 

of which 

17 o T T Balance 

with Rest 

World 

Defence 

Aid 

Change 

in 

Rescivcs 

Reserves 
at End of 
Period or 
Month 

% of 
last Peak 
of $3,867 
million in 
June, 1951 

1951 

Ist half monthly average , 

r 71 

-f 7 

I- 64 

1-23 

1- 94 

3,867 

1000 

2nd half monthly average 

-232 

43 

189 

-1- 6 

-226 

2,335* 

604 

1952 








lit half monthly average . 

-141 

50 

- 82 

1-37 

- 07 

1,685 

43 6 

2nd half monthly average 

1. 19 

1 14 

-}- 5 

-1-38 

; 27 

1,846* 

47-7 

1953 








lit half monthly average . 

-f 59 

f23 

}- 36 

-1 28 

r 87 

2,367 

61 2 

3rd quarter monthly average . 

-1- 12 

- 6 

-f 18t 

t-28 

1 40 

2,486 

64 3 

4th quarter monthly average 

f 52 

- 2 

-1 54 

1 19 

1 71 

2,518* 

65 1 

1954 








1st quarter monthly average 

+ 36 : 

-t 2 

h 34 

1 20 

• 5b 

2,685 

69 4 

2nd quarter monthly average . 

1-104 

f 20 

i 84 

> 6 

i-llO 

3,017 i 

780 

July 

-f 80 

4 

h 76 

h 15 

- 4t 

3,013 

77 9 

August 

t 6 

Fll 

- 5 

-!-ll 

- 95§ 

2,918 j 

75 5 

September 

- 26 

-m 

- 12 

f 9 

- 17 

2,901 

75 0 

October 

f 18 

F 6f 

+ 12 

+ 17 

-f- 35 

2,936 

75-9 


* ^ter payment of $181 million on December 31 each year to service various North American loans ; these 
items are not included under “ Balance with Rest of the World.** 
t After payment of $39 million to Canada under new agreement for amortising 1942 loan, 
i After special payments totalling $99 million in mid-July to Britain’s creditors in P..P.U. 

S After repayment of $112 million to I.M.F. 

$1 After payment of $2 million to E.P.U. creditors. 

Since the October statement covered a time when seasonal pressure against sterling 
was continuing, the flgures are encouraging, the real surplus of $12 million being the 
surplus with all areas (including North America) outside the E.P.U. The gold and 
dollar figures, of course, have still to be affected by the dock strikes in Britain and 
Australia, and the December return will include the effect of the half-yearly instalments 
on the U.S. and Canadian credits. Thus, although the return for November will include 
the 50 per cent, gold payment on account of the October surplus of £5 million with the 
E.P.U., and conditions should now be more conducive to favourable balances on sterling 
area trade, the reserves will in any event take time to regain the figure of $3,017 million 
at which they stood at the end of June. 


The new national savings drive has certainly been given an 
important stimulus by the further increase recently announced in the 
limits placed by the Treasury on individual holdings of the two securities 
specially designed for the small investor. The number of National Savings certificates 
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of the current scries which may be held by any one person has been raised from 700 
units (representing a purchase price of £525) to 1,000 units (£750), while the maximum 
permitted holding of 3i per cent. Defence bonds has been doubled at £2,000. These 
increases, perhaps, may appear to have little connection with the main objectives of the 
savings drive, which aims at attracting two million new savers to the national savings 
movement and 500,000 new members of savings groups. 

In setting out to fulfil these targets, workers in the movement must have been en- 
couraged by the recent record of new savings. Owing to the rising tendency of gilt- 
edged stocks over a long period — which has, for example made Defence bonds look 
decidedly attractive — and also because of the revival of personal saving, the national 
savings figures have been making an excellent showing during the past three months. 
Thus, in spite of the heavy seasonal encashments of past savings during the summer 
holiday period, new savings as a whole exceeded withdrawals for the first seven months 
of the current financial year, and net savings last month were the best for several years. 

The raising of the limit to individual holdings of Savings certificates and Defence 
bonds is doubtless attracting additional money, but this must be mainly from savers of 
rather larger means, and must in some instances mean the transfer of previously accumu- 
lated funds from one form of saving to another. The higher limits however, can be 
regarded as complementary to the aims of the new savings campaign, which with its 
emphasis on the attraction of the new saver, will raise the number of savers of small 
means. With higher maxima on single holdings of savings securities, the total of national 
savings should meanwhile be kept on the increase by the participation of those who have 
already accumulated funds for investment. 


The successful public offer of 15 million Dorman, Long and 
Company £1 ordinary shares at 22s. 6d. each marked a new stage in 
the denacionalisation of the steel industry. It was the opening offer 
of the second year of periodical sales of large blocks of steel company shares to the public ; 
and with its completion the Iron and Steel Holding and Realisation Agency can claim 
to have disposed of the equity in companies employing 50 per cent, of the workers in the 
steel industry. 

A year ago the task of selling any large part of the industry back to the investing 
public seemed almost superhuman. The substantial discount which was quoted on the 
shares of the United Steel Companies — the first steel shares offered to the public under 
the denationalisation project — suggested that permanent investors w’ere unwilling to 
put money into the steel industry owing to the threat of the Parliamentary Opposition 
to nationalise the industry afresh, evidently on terms unfavourable to investors, at the 
first opportunity. Yet in spite of the fears which appeared justified at that time, the 
Realisation Agency has succeeded in marketing steel securities of a value of some £73 
million. 

Undoubtedly the past year’s substantial advance in Stock Exchange prices for all 
home equity shares has been a highly important factor in this success. As other prices 
rose, the high yields offering at market prices for steel shares made them attractive in 
comparison with the general run of industrials. A revision of ideas among investors 
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as to the impact of re-nationalisation^ if and when it should occur, has also contributed 
to a growing popularity of steel shares, and has raised each of the four predecessors of 
the Dorman, Long offer to well over the prices at which they were made available to 
the public. While events have thus moved in favour of the sale of steel shares, great 
credit attaches to the Realisation Agency for the astute policy it has followed, as well as 
to those who have devised the form and terms of the marketing and to the financial 
interests in the City and elsewhere who have consistently given the offers their essential 
support. 


An entirely new line in British banking investment policy was taken 
PURCHASE last month when the Commercial Bank of Scotland concluded the pur- 
BANKiNG chase of Scottish Midland Guarantee Trust and that company’s sub- 
sidiary, Second Scottish Midland Guarantee Trust. These two companies, formerly 
a subsidiary" and sub-subsidiary of the Scottish Motor Traction (Company, are engaged 
in financing hire purchase contracts, over 90 per cent, of their business being con- 
cerned with instalment selling of motor vehicles, and the remainder relating to plant 
and machinery. The Commercial Bank directors intend that the policy of the two 
companies shall be continued, but believe that by acquiring them the bank will be able 
to foster the manufacture of plant in Scotland, 'fhe purchase price of about ^(,'1 i million 
is being provided from the bank’s own resources. 

Although it has been recalled that the Bank of England had an interest at one rime 
in the United Dominions Trust, the entry of a trading bank into the direct financing of 
instalment purchases breaks new ground. The banks in general make advances to 
hire purchase finance companies, and to companies engaged in selling on easy payment 
plans, but the ownership of companies financing hire purchase has so far been con- 
sidered outside their scope. It will be interesting to see if other banks adopt the same 
course as the Commercial Bank. In this connection, however, it is noteworthy that ilic 
Commercial Bank’s new investment has apparently been made with a special object — 
the development of manufacturing in a certain field — which may not be such a strong 
incentive to other banks to enter instalment buying finance. 

Apart from the acquisition of new interests, the Commercial Bank of Scotland was 
in the news last month with an increase of capital. It is proposed to write up the bank’s 
£l “ A ” shares, at present 65 . paid, to IO 5 . paid by the application of /;i, 400,000 of 
reserves, which have been raised by £400,000 during the past year, £100,000 being 
from profits and £300,000 from inner reserves. 'I'liis will alter the amount of future 
dividends on the “A” shares, but the directors anticipate that in the absence of unfore- 
seen circumstances the dividend for 1954-55 will be not less than that paid for the past 
year, which itself represents a further increase in the rate. 'I'he final dividend on the 
“ A ” shares for the year to October 30 last is to be 9 per cent, making 17 per cent., 
compared with 16 per cent, for 1952-53 and 15 per cent, for many years previously. 


AusTRALiAK Severai. of thc Australian banks have issued new shares during the 

BANKING past year or so to keep their capital in line with the growth of their 

CAPITAL business. The latest to follow this course is the National Bank of 

Australasia, which is increasing its nominal capital and offering new shares to share- 
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holders. Existing nominal capital is 10 million shares of £Al each, of which 8,526,025 
have been issued, 3,726,025 being fully paid shares while 125. 6d. per share has been paid 
up on the remainder. The issue is in the proportion of one new share for every two 
shares held, the 1,863,012 new fully paid shares being offered at 265. each and the 
2,400,000 new 125. 6d. paid shares at a premium of 35. 9d. At the same time, the 
nominal capital is to be doubled at £A20 million. 

Owing to conditions which have affected all Australian banks alike, the various 
items in the balance sheet of the National Bank of Australasia have fluctuated considerably 
from year to year, but its business has shown a substantial net expansion, and its earnings 
have risen substantially. The subscription of additional capital, and the share premium 
reserve arising from the new issue, will make for a proper ratio between the bank’s 
capital and reserves and its liabilities, even allowing for some further growth of the 
latter in future. 


The decline in orders for new construction in British shipyards 
mark on the work of the Ship Mortgage Finance Co. in the 
year to June 30 last, but did not prevent the transaction of a good deal 
of new business. The company was formed early in 1951 under the aegis of a combina- 
tion of shipbuilding, insurance and other City interests to augment the facilities then 
available to shipowners for financing new vessels. Its latest annual report shows that 
applications for finance during the year totalled £6 million on 15 ships, against over 
£12 million covering 36 vessels in 1952-53, and the total of approved loans was £1,025,000 
against £1,710,000. Net profit, however, increased from £18,626 to £23,247, in spite 
of a greatly increased tax charge, and a “ maiden ” dividend of 3 per cent, has been 
announced on the paid-up capital of £500,000. 

During recent months the number of inquiries for new loans has show'ii a rising 
tendency, and the earlier increase in the proportion of applications from British ship- 
owners has continued. Advances outstanding at the date of the accounts amounted to 
£1,515,477, and the total advanced or to be advanced was £3,629,000 in respect of 17 
ships. Sir James Milne, the chairman, states that known commitments to date are 
sufficient to absorb all the proceeds of the company’s debenture issues, apart from any 
new business wdiich may be undertaken in future. 


'I'he low level of the sterling-dollar exchange rate, coinciding with 
^NOTEs*^ a period during which there was good overseas demand, found the price 
of gold “fixed” on September 28 at 2515. 5\d. Since then — and 
before — there have been sharp fluctuations but of recent days when turnover has been 
of more slender proportions, conditions have been rather steadier ; a lessening in 
continental enquiry has found the dollar price of gold delivery London recede gradually 
from ?35 09 to 835 06 before rising slightly to S35 06.1. Although not unnaturally 
stocks and offerings of gold coins here continue to diminish, the price of sovereigns has 
fallen to 655. 9d , ; this has been consequent on lessened overseas buying interest. 
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In London the autumn saw a revival of buying interest for silver with a consequent 
sharp reversal in trend. In addition to normal demand, not unsubstantial enquiries — 
mainly for manufacturing purposes — were received from the continent while orders from 
the Middle East for Maria Theresa thalers also continued. In the result the price 
advanced rapidly and, compared with 13d. on September 8, the official quotation reached 
lAld. by October 15 ; bars available for export have throughout only been obtainable 
at a premium of around \d. The supply position, tending at times to be on the tight side, 
certain purchases — for the needs of essential users here — were made from U.S.A. and 
Canada for prompt shipment ; the slight reduction in the official price on November 15 
to lAld. reflecting arrivals, was a corollary. In New York too there has been a broaden- 
ing of activity, seasonal demand on the part of silverware manufacturers being well to 
the fore. Turnover has, on occasion, been well above average and, in the absence of 
supplies from non-regular sources, the tendency has remained firm ; the market price 
of 85 jc has, however, continued unchanged. 

Activity in platinum has been rather restricted and, in face of scattered liquidation 
by stale “ bulls ” but more particularly by reason of the likelihood of further sales on 
Russian account, the level in I.ondon has fallen to the neighbourhood of £21. 


Many small pig producers have had difficulty this year in repaying 
wiTH^piGs advances. With the end of meat-rationing, there has been 

a smaller demand for pork for home consumption. We have not, as 
has Denmark, developed a bacon production proportionate to our needs. Pork is not 
in great favour here during the summer months, whilst there is a steady demand for 
bacon all the year round. This year the pig producers allege that whilst the Government 
have exhorted all and sundr}^ to increase pig production they have not reduced releases 
of imported bacon proportionately to the increased home supplies. Whatever be the 
truth of this charge, the facts are that prices have moved bewilderingly and that too many 
producers have had to take advantage of the Government’s deficiency payments to make 
ends meet. Yet the producer of a Grade A pig has had no difficulty in getting top prices 
from the bacon factories ; it seems, therefore, that the solution lies in efficient production 
of the right kind of bacon pig at tlie right weight. The Danes have developed an almost 
perfect breed of bacon pig, the Landrace, but shrewdly do not export the live animal. 
Those that have arrived here via Sweden will, we hope, together with the Large White, 
form the basis of an expanding production for bacon purposes. After the price shocks 
of this summer the market here has recovered somewhat, and it is possible to view the 
immediate future with more optimism. 


Commencing with the January, 1955 issue we shall use only the 
OUR TITLE abbreviated name of The Bankers^ Magazine. We shall discontinue 
the “ Insurance Section ” as such, though from time to time we shall 
publish masters of special insurance interest, as for example, the special article on 
“ Life Assurance as Investment Medium ” in November, and our I.egal expert’s article 
on “ Marine Insurance of Goods ” in this issue. 
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TRADE Ai-TiiR the U.S.S.R., Poland is from the British point of view by 

AGREEMENT far thc most important trader of the Communist countries. In the 
WITH pocANo years 1951-53, thc United Kingdom purchased nearly £60 

million of Polish goods and, in return, exported about £22 million worth. I'he ditfercnce 
was partly used by Poland to pay for imports from tne rest of the sterling area. This 
trade was carried on under the 1949 five-year Anglo-Polish trade agreement, and for 
some months the two parties have been discussing a renewal. Thc fresh pact was 
signed on November 11, its high light being a promise by the Poles to pay £5,465,000 
by instalments in settlement of nationalisation claims and of various pre-war debts. 
Thc repayments will be related to the level of Polish sterling exports and if trade remains 
at its present size thc total debt can be discharged by 1967. In addition, Britain should 
continue to receive the annual payments of £666,666 which are being made under an 
agreement of 1946. 

Poland has also made an offer to the holders of thc Municipality of Po/nan 6 per 
cent, loan, 1928, and the Republic of Poland per cent, (formerly 7 per cent.) loan of 
1927. This offer has been refused as inadequate. 

The trade arrangements now concluded run until 1956 and seem to be on much 
the same lines as in the past. 


From time to time O.E.E.C. issues reports on thc economic con- 
o.E.E.c. ditions ruling in member countries. Three such — on Italy, Canada 
and U.S.A. — have recently appeared.* After going through them, 
any reader who is used to this kind of literature is likely to feel that the authors of the 
two first have not added much to his knowledge. In a dozen small pages it is quite 
impossible to discuss past events and future prospects ; all that can be given is what is 
given here, a brief backward look and a perfunctory forward glance. 

Italy has done very creditably over thc past three years. Internal financial stability^ 
a high rate of investment and a large degree of trade liberalisation — this triple virtue is 
one that some nations more favoured by nature have failed to achieve. Unfortunately^ 
the current balance of payments, though much healthier than in 1952, is still tilting at 
about U.S.S300 million on thc wrong side thanks partly to the restrictionist attitude of 
Italy’s partners in F2.P.U. and partly to Italy’s own exports structure. The overall 
balance of payments, including capital transactions, ended up S187 million in the red 
in spite of American aid to the tune of S124 million. Against this must be set gold and 
foreign exchange reserves of something over §835 million. 

There is no alleviation of Italy’s big internal problem, that of over-population. 
Part of it is not “ real,” in the sense that it merely mirrors under-development of resources. 
Yet when the great twelve-year expansion programme in the south has at last been 

* Economic Conditions in Italy and Economic Conditions in Canada atid the United States. (Paris 
Organisation for European Economic Co-operation, 1954). 
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completed there will still be millions of people living in Italy unemployed or under- 
employed who in the bad old days would have been enriching other countries with their 
labour. 

To Canada^ the U.S. 1953-54 recession was a powerful threat. In the event it 
has brought her a fall of about 4 per cent, in industrial production, but the fall was from 
a very high point. Total exports during the first half of the present year have been 
some 7.1 per cent, below a year before, but the cut-back in imports has left the deficit 
in the current balance of payments in a better state than in the early part of 1953. The 
inflow of private long-term capital has remained brisk, and the continued premium on 
the (Canadian over the U.S. dollar suggests that there is little to worry about. 

The Organisation’s report on the U.S. A. is a more thorough affair, with an appendix 
containing some useful diagrams and tables. The conclusions from the data up to last 
June are checriul as regards the future ; but the final section, while paying tribute to 
the “ unprecedented measures as a strong creditor nation ” taken by the United States 
throughout the post-war period, is firmly critical of an American import policy that 
grudges the rest of' the world the opportunities to cam the dollars that would allow 
them, in turn, to abandon discrimination against American goods. 


Tobruk, Benghazi and Tripoli are names that must awaken li^.e 
LIBYA* memory of hard experiences in the minds of many. Recently, Libya, 
the country which contains ail three of them, has come prominently 
into the news owing to the murder of its most forceful statesman, the Minister of Palace 
Affairs, by a nephew of King Idris. This violent act is apparently a manifestation of a 
great family feud and there is no certainty yet that further trouble will not occur. II' 
it does, it may destroy the federal kingdom which began its somcw4iat artificial career 
in January, 1952. Since its inception it has been one of the numerous foreign burdens 
of the British taxpayer. Under the twenty-year 1953 treaty wc undertook to pay the 
new state £3.75 million a year for live years, and other sums to be assessed at the end 
of the remaining five-year periods. Libya is perhaps the poorest country’ in the Aliddle 
Last. About ten times tlie size of Circat Britain, nine-tenths of it is barren and there 
does not seem to be any mineral wealth. Except for a few thousand hardworking 
Italian settlers on the coast the population consists almost entirely of illiterate Arabs. 
Independence came as the reward of King Idris’ unwavering support of the Allies during 
the desert war ; but Britain and the U.S. A. have strong existing reasons for supporting 
it to-day, for just outside 'Lripoli, under American control, there is one of the most 
important military airfields in the world. 

Early last month the Libyan Currency Commission issued its second report, d'he 
local pound is kept at par with sterling — Libya forms a part of the sterling area — and the 
note issue is mainly secured by British Government stocks. 

There a^'e some real if modest openings for our exporters. Total imports intc^ 
Idbya in l!^53 totalled £13.2 million, of which £3.8 million came from the United 

*See also the article “ C'urrency, Hanking and Finance in I.ibya,’’ The Bankers' Alagazitn\ 
November, 1954. 
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Kingdom. Unfortunately the inhabitants’ purchasing power — except that part deriving 
from the expenditure of British and American bases — fluctuates sharply because of the 
uncertainty of the rains, upon whose vagaries the whole coastal and plateau crop produc- 
tion depends. 


On October 17, 1904, a young man called A. P. Giannini, the son 
Jubilee immigrant from Italy, set un a bank in San Francisco. Fifty 

years later, and not long after the death of its founder, “A.P.’^’s 
creation celebrated its jubilee as the Bank of America National Trust and Savings Associa- 
tion, the biggest bank ever. To mark this anniversary the Bank of America has 
issued an illustrated brochure entitled The Californian Trend devoted to showing the 
progress made by the State of California during the bank’s lifetime. It is an impressive 
story. The population has risen from 1! million to over 12 million, and is to-day in- 
creasing much faster there than in any other state. In 1900 California ranlced twenty- 
hrst in order of population, by 1930 it was sixth, by 1952 second only to New York State. 
Los Angeles has 2 million inhabitants, San Francisco nearly 800,000, while six other 
cities have passed the 100,000 mark. Per capita income handsomely exceeds the national 
average and is still soaring. The absence of any restriction on branch banking has 
enabled the Bank of America to take full advantage of the California 'Frend, so that to-day 
its 545 offices stretch through a 1,000 miles from the borders of Oregon to the Mexican 
frontier. But something more than the Trend was needed to produce this giant with its 
deposits of S7,600 million, and those who w’crc privileged to have dealings with A. P. 
(liamiini know what it was. 


COLOMBIA Cor.OMBiA was one of the dollar countries favourably mentioned 

IN TROUBLE by thc Croshuid Mission in 1952. Fven at its best, how’cver, it has 
AGAIN 7 been a suspect market, liable to bouts of over-importing followed by 
an outpouring of repentant restrictions. As over 80 per cent, of its exports consist of 
coffee the boom of 1953, following several good years, should have put prosperity firmly 
in thc saddle. Yet the recent fall in price from 90 cents, to 70 cents, seems to have 
frightened thc authorities into placing an embargo on thc granting of new import permits 
during the week of October 15-22. On thc latter date a system of restricted permits 
was introduced that promises to give exporters to Colombia a good deal of trouble. 
According to the Bank of I.ondon and South America, gold and dollar reserves, which 
were U.S.^S279.8 million on July 9, had fallen to U.S.S206.9 by October 1. It is alleged, 
w^c do not know with what truth, that Colombia cannot afford to sell coffee at 70 cents. 
It may be that the citizens of the United Stales may oblige by restoring their earlv 
higher buying price ; on thc other hand they may not, in which case the Colombians 
will doubtless find some way of doing remunerative business at the present not ungenerous 
level. 


Early last August an agreement was reached between a con- 
THE OIL soitium of eight oil companies on thc one hand and thc Persian 
Government and thc National Iranian Oil Company on thc other. 
So ends thc sorry chapter that opened with the departure of the non-Persian staff of thc 
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Anglo-Iranian from Abadan in October, 1951. Under the new agreement, which has 
been duly ratified by the Persian parliament, the consortium has been granted beneficial 
use of the fixed assets for 25 years, with an option of renewing the right three times for 
periods of five years. The consonium represents the following interests in the proportion 
shown — British 45-6 per cent., American 40 per cent., Dutch 8-4 per cent., French 
6 per cent. The working arrangements have involved the setting up of four new 
companies, and as there will be another eight formed in due course it is plain that the 
agreement is a complicated affair. The Anglo-Iranian Oil Company, which has now 
changed its name to British Petroleum, will receive compensation partly from the 
Persian Government and partly from other members of the consortium, and a good 
part of this money is already earmarked for the development of the company’s interests 
in the Canadian oilfields. 

The ratification of the agreement has been followed by a /^lO million loan to Persia 
from Britain and by the promise of a $100 million loan from the United States. Persia 
will need every bit of this advance. Oil royalties will be small for some months and, in 
the meantime, there are pressing bills to be met. Import restrictions were relaxed last 
spring with the result, for instance, that British exports in the January-Sept ember 
period of the present year rose to £6 million as against £3-6 million in the corresponding 
part of 1953. The greater part of these goods were ordered in a burst of optimism and 
at the end of October large quantities of merchandise were piled up at the ports of 
destination awaiting payment. The pump-priming loans will set things going again, 
however, and the reception of Persia into the transferable account area on November 3 
is a formal indication that we may expect normal commercial relations to be the rule 
in the near future. British exporters will nevertheless be wise to proceed cautiously, 
keeping their eye on the line pursued by the Export Credits Guarantee Department ; 
when full cover at standard rates has been resumed then, and only then, will it be time 
to sound the All Clear, 


The report of the Reserve Bank of India for the twelve months 
si^mmiTr ended June 30, 1954 contains a useful survey of the period since 
1947, the year of Partition. The years up to the middle of 1952 
witnessed violent swings in prices and ever more successful efforts to cope with the 
impact of external events. Mistakes have doubtless been made but the Reserve Bank and 
the Government are to be congratulated on the maniiei. in which control of monetary 
factors has been progressively improved, sometimes in very difficult circumstances. 
The boom associated with the early phases of the Korean war raised the index of 
wholesale prices from 396 in June, 1950 to a peak of 458 in April, 1951 ; by March, 
1952 the figure had dived to 365, or 8 per cent, less than the pre-Korea level. As a 
result, the inflationary pressure that had distinguished the earlier period was suddenly 
replaced by a threat of recession, so that anti-inflationary measures, such as export 
duties, had to be rapidly cancelled. The situation was admirably handled during 1952 
and the fruits of the wisdom shown then were reaped in 1953-54, the year covered by 
the Reserve Bank’s report. The index of industrial production reached a record level 
in December 1953 and overall food production has been substantially larger than in 
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the previous year, thus relieving the import bill. A satisfactory balance of payments 
surplus has emerged which, in conjunction with a deliberate but controlled budget 
deficit, has contributed to an easing of the money supply. The general price level 
remained steady with a tendency to fall as a result of larger supplies of cereals, while 
the tone of the gilt-edged and equities markets was sound. 

In this climate the Government has been able to resume the activities called for 
by its five year plan. Of most interest to foreigners has been the vigorous tendering for 
capital works by American, British, German and Russian interests. The new Industrial 
Credit and Investment Corporation of India had obtained a subscription of SI million 
from U.S. private enterprise, and twice that from British concerns. Indian big business 
is putting up §7 million, the Government is lending S15 million and the World Bank 
SIO million. The Corporation’s board of directors will to some extent reflect this 
variety of shareholding. 

Big plans for steel works arc afoot. A British-erected plant costing perhaps rS155 
million, Russian machinery to a similar value ; these figures seem to be more than mere 
paper boasting and they give some idea of the measure of the Indian industrial revolution. 
They also give point to the recent remark by Mr. J. R. D. Tata at Tata’s annual meeting: — 
“ The choice before us is not between modern industry and old-fashioned industrj^, but 
between modern industry and no industry at all.” 


Thu 2 million inhabitants of New Zealand enjoy a per capita 
NEW ZEALAND rcai iiicomc that is among the three or four highest in the world. 

Thirty years from now, if the present rates of growth persist, the 
population will have reached 4 million ; and, as agricultural land is by now fully occupied, 
it is to factory work and service industries that the increase will have to look for a living. 
This certainty is one of the reasons determining the Government’s capital-raising 
policy. A year ago they came to the London market for a ;(^10 million loan to finance 
the foreign exchange cost of a big paper and pulp plant. Last June there was a £30 
million internal loan, towards which over £22 million came from new money. Then at 
the end of October there was another ^'10 million borrowing in I.ondon, this time in 
order to facilitate a variety of capital projects. It is worth noting that all through this 
period the external trade of New Zealand has been flourishing ; it is not lack of funds 
that has caused her to raise external loans. In the year ended June, 1953, there was a 
surplus of £34 7 million on overseas exchange transactions and in the following year 
one of £25 ’2 million, while net overseas assets stood at £130 million last July — a record 
for that month. Evidently the Government intend to take no risks ; it will not be 
they who will imitate the Argentine in freezing liquid balances by ill-judged capital 
acquisitions. It is a wise decision, for there are one or two unpleasant possibilities that 
may become certainties. Firstly, there is the over-full employment. According to the 
October number of the Australia and New Zealand Bank Survey the unemployed last 
May totalled 50 (fifty), while 12,310 unfilled vacancies were recorded. In November, 
1953, there was a general wage increase of 10 per cent., and a month ago a further 3 per 
cent, award. These advances must be seen against the statement in the Reserve Bank 
annual report that the immediate problem is not a slide into a recession, but renewed 
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inflationary pressure. One immediate remedy surely lies in a stepping-up of imports 
combined with a tighter credit discipline for the less efficient units in the secondary 
industries : and as the restrictive exchange rationing of imports is to cease at the end 
of the present year we may expect to see purchases rise in 1955. 

A longer-term anxiety is that some of the main export items may run into difficulties . 
The dismantling of food controls in the Motherland and the cessation of Ministry of 
Food bulk-buying contracts (with their prompt payment and their certainty) have left 
the meat and dairying interests wondering whether they will not take a nasty knock 
in a competitive market. Meat sales should hold up well but the outlook for butter and 
cheese is not too rosy. The switching of production from one branch to another in the 
highly specialised primary production set-up in New Zealand is not likely to be easy but 
bclore another twelve months is out wc may sec necessity enforcing a modicum of this 
kind of change. 


The Danish Banking System 

By Svend Hansen 

General Manager, Facllesbankcn, Copenhegen. 

DANMARKS NATIONALBANK 

P RIOR to 1818 the financial situation in Denmark had undergone a series of 
unfortunate experiences which had from time to time shaken conli deuce in the 
note issue, and it was to avoid a continuance of such shocks that the Danmarks 
Nationalbank was established in that year as a private joint stock bank. The original 
charter gave the bank the sole right of note issue for a period of 90 years, and this was, 
on expiry, extended for a further 30 years. In 1936 the bank was, by Act of Parliament, 
made a self-governing, sclf-supporiing institution and remains as such to-day. 

The present arrangement is a compromise between those who wanted a State Bank 
entirely subordinate to the Ciovernment of the day, and those w^ho would wish to sec 
a completely independent bank of issue. In the bank’s present form, the Government 
is indeed represented on the management of the bank, but only as a minority. The 
Alinister of Commerce is given access to the meetings of the board, and must be present, 
or notified in advance, if important resolutions arc to be passed. This is important 
for it ensures that the Government is at all times conversant with the policy the bank 
proposes to pursue. The Minister of Commerce cannot, however, exercise any right 
of veto, nor has he any authority to direct the bank along any particular line. 

It cannot be said that the intentions of the Act have been carried out on clearly 
defined lines ; in 1931 the Government was forced to take wider powers to control the 
bank’s activities, following upon its decision to abolish convertibility of the currency into 
gold. This gave the Minister of Commerce wide powers in the matter of currency control 
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and obliged the bank to act in harmony with him in all questions of currency deals and 
related matters. Since most problems of Central Bank policy arc affected by such 
matters it will be seen that the demarcation between the bank’s own decisions and those 
that must be referred to the Government is somewhat indefinite. Such negotiations 
as take place between the bank and the Government arc secret, and in consequence it is 
not always easy to discern where, in questions of Central Bank policy, the real emphasis 
of power now lies. One is left to consider the financial policy as ii emerges and try to 
read from events how independent in fact the bank really is. 

During, and immediately after World War II, there seems to have been no disagree- 
ment between the policy of the Government and that of the bank, 'fhe financing of the 
Cicrman occupation army and the surplus of exports to Ciermany created a violent 
increase of liquidity which the Slate by way of tax policy, sale of bonds and special 
money-bonding regulations tried to keep in check. The money obtained was used for 
depreciation of a special regulation account in the National Bank, on which the said 
expenditure in connection with the occupation was booked. 

A big surplus of imports after the war, including imports in connection with the 
B.R.P., involved a recovering of “ idle money ”, part of the amounts obtained through 
sales of currency and through li.C.A. funds being used for depreciation of the 
regulation account. 

Table 1. Balance Sheet of Danmarks Nationalbank 1938, 1946 and 1953 

(In Kr. million) 


Assets 

Dec. 31, 
1938 

Dec. 31, 
1946 

Dee. 31, 
1953 

Gold, Foreign correspondents, currency and bills 
of exchange 

229-9 

319-4 

1,005-4 

Domestic bills of exchange, current account and 
loans 

193-3 

22-7 

1991 

The Ministry of Finance 

60-1 

— 

— 

'fhe Government regulation account 

— 

6,626 6 

3,245-3 

Sundry Government’s accounts .... 

58-8 

— 

80-0 

Other assets 

257-0 

219-7 

589-3 


799-1 

7,188-4 

5,1191 


Liabilities 


Notes in circulation .... 

. 441-1 

1,632-9 

2,118-2 

General capital fund 

50-0 

50-0 

50-0 

Reserves 

43-9 

35-3 

89-9 

Deposits on sight 

122-6 

2,884-6 

472-7 

C'urrent acct^int 

19-3 

87-5 

397-1 

The Ministry of Finance 

— 

286-3 

8-3 

The Ministry of Finance, special accounts 

— 

1,427-4 

1,310-9 

Foreign correspondents 

28-2 

719-9 

61M 

Other liabilities 

94-0 

64-5 

60-9 


799 1 7,188-4 5,119-1 


Total 
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Tabic 1 shows partly the extent of the increased balance of the bank as a result of 
the financing of the occupying power and partly the effect of the measures which were 
taken after the war in order to eliminate partially the increase in liquidity. 

'rhe supply of money during and just after the war was too heavy to be rectified 
by monetary policy alone. In order to avoid an inflation, direct measures were required, 
and monetary policy ceased to have any real effectiveness. Gradually as the recovering 
of idle money started to make itself felt, some disagreement seems to have come up 
between the bank and the Government as regards future policy. At the beginning 
of July, 1950, the National Bank raised the Bank rate from 3 A per cent, to 4A per cent., 
and this did not appear to harmonise with the Government’s intentions. At any rate it 
was felt in Government circles, both before as well as after the increase of the Bank rate, 
that development of the economy should not be made onerous by an increase in interest 
rates, or by a lending stringency. Even if relations between the State and the National- 
bank are veiled in secrecy, the difference between th.e declared aims of the Government 
and the raising of the Bank rate by the bank is so apparent that it can be assumed that 
the bank had been acting independently and against the desire of the Government. The 
conflict, by the way, seems to have been existing for some time prior to the increase of 
the Bank rate, seeing that towards the end of 1947 the bank itself recommended 
banks and savings banks to be reluctant as regards lending policy. 

After the change of government in the autumn of 1950 the conservative Government 
in force started a restrictive fiscal policy, but even if the policies of the bank and the 
Government thereby came to be on a level as far as the purpose is concerned, this did 
not hold good of the means. It appears from the report of the bank for 1951 that the 
fiscal measures were found to be insufficient, and to have been carried into practice too 
late. It was held on the part of the bank that the exchange problems, which traditionally 
arc the eyesore of Danish economy, should be solved first and foremost through restriction 
of consumption, and an attempt, under the circumstances prevailing, at solving the 
problems by means of the credit policy alone would mean serious overburdening of 
this remedy. 

The first half of 1953 brought a further tension, and in the month of September, 
therefore, the bank thought the time to be appropriate for reducing the Bank rate. The 
reduction was published on the same day as the election for the Danish parliament took 
place before, however, the result of the election proper was known. Even if the reduction 
came to fit in well with the economic policy of the newly elected Social Democratic 
Government, this change of Bank rate did, in fact, censtitute an independent action 
on the part of the bank, as the Minister of Finance of the Government in power had stated 
one week before the election that there was no basis for any lowering of the Bank rate. 

Along with the return to power of the Social Democratic Government the neutral 
financial policy was shelved, and instead a pumping out of money through the State 
took place. In the course of the spring and the beginning of the summer of 1954 the 
effects of this new policy started to reveal themselves through the amount of currency 
in hand, and, ^^herefore, on June 22 the bank raised the Bank rate to 5 A per cent. 
Apparently, the increase took place in perfect harmony with the Government, who hoped 
that in this way it might be unnecessary to take more drastic measures. As these hopes 
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were not realised, the Government, through a political compromise in the autumn of 
1954, had to carry into effect various measures of a consumption-restrictive nature. 

Of course, the fluctuations in the economy of the country — as it appears from Table 2, 
have been influencing the level of interest in both upward and downward directions. 


Table 2 


Interest on 


Bank rate savings 
deposits 


Jan. 

1, 

1938- 

-Febr. 

22, 

1939 .... 

4 

4 

Febr. 

23, 

1939- 

—Sept. 

19, 

1939 .... 

3.\ 

4 

Sept. 

20, 

1939- 

-Oct. 

9, 

1939 .... 

4.1 

4 

Oct. 

10, 

1939- 

—May 

21, 

1940 .... 

. . . 5;. 

4 or 4J 

May 

22, 

1940— Oct. 

14, 

1940 .... 

4.1 

4 or 4\ 

Oct. 

15, 

1940- 

-Jan. 

14, 

1946 .... 

4 

4 or 4.1 

Jan. 

15, 

1946- 

-July 

3, 

1950 .... 

3.1 

3 \ or 4 

July 

4, 

1950- 

—Nov. 

1, 

1950 .... 

41 

^4 

Nov. 

2, 

1950- 

—Sept. 

22, 

1953 .... 

5 


Sept. 

23, 

1953- 

-June 

22, 

1954 .... 

4i 


June 

23, 

1954- 

- 
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From the above it will be seen that the Danmarks Nationalbank lakes up rather an 
independent position in the relation to the Government and Parliament, which is of 
quite some importance if a valuation of Denmark’s economy for some time ahead is to 
be made. 


The National Bank is not an ordinary commercial bank, and does not, properly 
speaking, carry on ordinary banking business. It acts as the banking institute of the 
State and the banks, and leaves the day to day public banking to be carried on by the 
commercial banks. Since the second world war it has been primarily concerned with 
the sale of Government bonds, and through its “ open market policy ” it exerts decisive 
influence upon the fixing of prices on the Danish Stock Kxchange. 


COMMERCIAL BANKS 

The history of the Danish commercial banks commences at a fairly recent date, 
'i'he first bank was established in 1846, but only during the second half of last century 
did the development of banking activity make swift progress, concurrent with the growth 
of industrialisation and the subsequent demand for financing. The eldest of the three 
big banks — the Privatbanken — was founded in 1857, and in the early seventies the two 
other main banks — the Landmandsbanken and the llandelsbanken — were established. 

Up to the outbreak of World War I, a total of 145 independent banks were existing — 
spread all over the country. However, the inflation of the first world war contributed 
markedly to the growth of the banks, and in 1921 the number of independent banks had 
risen to 208, of which, however, 12 had come to be included through the reunion with 
South Jutland. 

This number was somewhat reduced during the period of decline in the twenties 
and at the outbreak of World War II the number of independent banks was 161. 
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By the end of September, 1954, the distribution of these banks was as follows : 



Number of 

Share capital 


commercial 

and 


banks 

reserves 

Main Banks 

3 

416-8 

Metropolis, otherwise 

14 

145*3 

Metropolis, total 

17 

562-1 

Provinces (excluding the two banks on the Faroe 
Islands) 

142 

360-4 

Total 

159 

922-5 


Qualitatively, the three big banks play a predominant part within Danish banking, 
t ogether they represent 48 per cent, of the total balances of all banks, thereby creating 
a concentration within a decentralised system of banks. Even though we cannot talk 
about any difference proper in the modus operandi of the individual banks, still the 
activity of the big banks is marked by certain characteristic features, which, partly, arc 
a consequence of their activity as correspondents for the other banks, and, partly, a 
result of the fact that the principal part of the extensive foreign trade of the country, 
directly or indirectly, goes through Copenhagen, the capital of the country, where the 
three big banks have their head olfices. In addition the three banks have for many years 
been taking part in a syndicate acting as intermediary link in connection with the emission 
of the loans of the State and a few larger municipalities. 

After World War II the State has partially amended its procedure for the issuing of 
loans. Instead of taking the loans at a fixed price through a syndicate, the State now 
sells ’ts bonds successively through the National Bank to the market, at the market rate 
prevailing. 

As a consequence of the big holdings of bonds of the main banks they exert, together 
with the National Bank, decisive influence upon the fixing of prices at the Stock Exchange. 

The Danish provincial banks tend to concern themselves purely with local affairs. 
As a rule they have been established for attending to the credit requirements of their 
particular territory, and in the performance of this task they have been of valuable im- 
portance to the economic development of the provinces. Altogether the balances of the 
provincial banks account for 35 per cent, of the total of bank balances. 

The Danish Bank Act, to the provisions of which all commercial banks are subjected, 
gives no explanation as to what is understood by a commercial bank. If distinction is to 
be made between the commercial banks and, for instance, the savings banks, reference 
consequently has to be made to the way in which these two kinds of money institutes are 
carrying on their business, and to the special transactions that are typical of them. 

Broadly speaking, there is no difference between a British and a Danish commercial 
bank in the way in which they operate. Differences may of course be found in the 
var\Tng technique which is applied in daily work, but in the basic banking activity — 
accepting deposits and placing these deposits within various lending groups, there are 
so many similar features that we can hardly speak about two different banking systems. 

Advances by Danish banks are mainly in the form of cash credits or overdrafts ; 
deposits arc partly at call and partly at three-monthly, six-monthly or nine-monthly 
terms. The rate of interest on deposits and loans in general is usually fixed, if possible, 
in relation to the Bank rate. 
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Whereas British banking activity in a marked degree is built upon tradition, the 
basis of Danish banking activity is to be found in the Bank Act of April 15, 1930. 
The Companies Act of England, 1948, sections 429-432, certainly contains some stipula^ 
tions having special relation to banking — but these stipulations are few, and only set out 
the liability of the banks to publish their balance sheets. The Danish Bank Act, on the 
other hand, is very extensive. Below are just a few of the most important regulations : 

1. Any bank shall have its by-laws accepted by the Board of Trade. 

2. A bank’s capital must not be less than Kr. 300,000 and in connection with open* 
reserves not less than 10 per cent, of the bank’s total liabilities. 

3. The cash in hand together with the holdings of safe, easily negotiable securities, 
shall amount to at least 15 per cent, of the bank’s liabilities payable at shorter 
notice than one month and to at least 10 per cent, of the bank’s total debt and 
guarantees. 

4. A bank shall not grant any single customer credit to an amount exceeding 35 per 
cent, of the bank’s capital and reserves. 

5. A bank must not without special permission acquire more than 30 per cent, of 
the share capital of other banks. 

6. Establishment of branches is permissible, but new establishments must be 
reported to the superintendent of banks. 

7. The banks are subjected to supervision by the State superintendent of banks, 
who regularly checks the solidity and activity of the individual banks, and to 
whom the banks must report periodically on their activity. 

Special attention should be given to item 5, the stipulations of which are probably 
the actual obstacle to a bank concentration such as it has been experienced by 
Sweden for instance. 

Beyond the stipulations quoted above, the Danish Bank Act gives extensive descrip- 
tion of the kinds of transactions that may be carried out by a bank — largely of the same 
nature as the transactions that are carried out by a British bank. 

Still, the Danish banks carry on no trustee activity proper, such as is known from 
English banking. Trading in bonds and stocks and shares is likewise effected in a 
somewhat different way in Denmark, which is due to the fact that by far the greater 
majority of the Danish material of bonds, stocks and shares is represented by securities 
to bearer. A Stock Exchange transaction is effected by the handing over of the securities 
in question. 

The balances of the Danish banks per December 31, 1953, were as follows : 

Combined Balance Sheet of all Danish Commercial Banks 

Dec. 31, 1953 
(in Kr. mill.) 


C^ash in hand, deposits, credits and loans with other banks . 1,193-5 

Foreign correspondents — currency and bills of exchange . 156 8 

Bonds, shares and mortgage deeds 1,513-8 

Domestic bills of exchange 747-4 

Advances, cash credits and current account . . . 4,684-8 

Sundry debtors 248-7 

Guarantees 433-9 

Other assets 249-3 

9,228-2 
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Dec, 31, 1953 

Liabilities : (in Kr. mill.) 

Share capital 372-4 

Reserves 521-8 

Banks and savings banks (deposits and loans) . . . 538-8 

Other deposits 5,123-9 

Current account 1,569*1 

Foreign correspondents 139-9 

Guarantees 433-9 

Other liabilities 528-4 

9,228-2 


World War IT had a marked effect on banking. The increase in the amount of 
money available in the open market produced an enormous increase in bank deposits, 
while bank loans decreased. The banks had, consequently, to increase their holdings 
of bonds and their cash reserves. Yet they have, however, been carrying on a prudent 
and careful credit policy. Naturally, economic fluctuations are felt by the banks, but 
the losses experienced on bad debts, etc., arc comparatively small. As a whole it may 
be said that Danish banking is well founded, and fully up-to-date in its technique. 

The Danish commercial banks consider it most important to maintain foreign 
contacts, not only to support Danish exports, but also in order to create good connections 
on the Danish market. For this purpose the banks have at their disposal excellent 
information facilities about Danish markets and about the persons or companies carrying 
on activity within these markets. 

The agricultural sector of the Danish economy is served partly by the commercial 
banks and partly by the savings banks. I'lie co-operative movement, however, has 
established its own bank “ Andclsbanken,” which is acting as a commercial bank with 
the principal object of serving the co-operative organisations. I’his bank, like the 
“ big three,” has branches all over the country. 

THE SAVINGS BANKS 

The difference between a commercial bank and a savings bank is not to be found in 
the way in which these two kinds of banks receive deposits from the public but more in 
their manner of granting loans and credits. 

The first savings bank was established 1810 in Seeland. 'I'he object of this savings 
bank w^as to further thrift by receiving deposits on interest from the public, above all 
from people of small means, but also to assist the latter through the granting of loans. 

This form of combined savings and lending bank was destined to become the 
universal type in Danish savings banks business. There was a period from 1820 until 
about 1850 when a type of savings bank emerged which had for its object only to receive 
deposits from people of small means for investment of these deposits in government bonds 
and as deposits with the National Bank. Possibly under British influence, this for a 
time, seems to have been the type of savings bank preferred. Gradually as savings banks 
got more common and money flowed from them to the Freasury and the National Bank 
these latter institutions refused to pay interest on this increasing flow of money. At the 
same time complaints were heard that the local traders and the peasants were short of 
capital. 1 he result was that gradually the savings banks more or less voluntarily returned 
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to the originally Danish basic principle and learned to invest the greater part of their 
capital in direct loans and advances, partly as mortgage loans and partly as loans based 
on collateral and personal guarantee. 

To-day there is no doubt that it is just this granting of direct loans and advances 
by the savings banks that is the basis of the strong position held by the savings banks in 
their respective localities in Denmark. For the savings banks this direct lending over 
a long period of time has been the best means of attaching the population to the savings 
banks and inspire saving and capital accumulation. 

The savings banks are organised as self-supported institutions, so that neither 
founders nor guarantors — if any — arc owners of the capital and profit. The result 
of this is that the commercial activity of the savings banks is to a large extent thrown into 
the background in favour of activity of more social character. 

The first Danish Savings Bank Act was based on voluntary rules prepared by savings 
banks executives themselves in 1888. The Savings Banks Act has been revised and 
renewed in 1919 and 1937. The task of ensuring that the provisions of the Savings Banks 
Act arc observed is entrusted to a Savings Bank Inspectorate ranging under the Board of 
'fradc. The tendency has been to extend this control in order to create the greatest 
possible security for the depositors. The Act for instance provides that any new savings 
bank to be established should have at least 24 guarantors bound by the by-laws and that 
the management of a savings bank shall be presided over by a committee of at least seven 
members, one of whom is to be appointed by the Board of Trade. Savings bank legis- 
lation is intended merely to lay down the framework within which the banks can operate. 
Inside these limits the Danish savings banks have preserved their full liberty to decide 
for themselves how they want to work and to invest their means. 

At present there are 501 savings banks in Denmark. Of these 378 were established 
before 1880. The size of the savings banks varies very greatly. Each of the two 
greatest savings banks has deposits amounting to Kr. 580 million, whilst the total deposits 
of many small savings banks amount to only Kr. 50,000. The deposits of the savings 
banks as a whole have been steadily increasing and per March 31 1,952, amount to a total 
of 4,991 -2 million kroner as against 700 million kroner per March 31, 1900. The number 
of accounts on March 31, 1952, was 3-29 million as compared with 115 million in the 
year of 1900. The average amount of these deposits in 1952 was 1,515 kroner as 
compared with 576 kroner in 1900. 

The assets of a savings bank shall, inter alia^ be placed as follows : 

I. (a) In debentures issued or guaranteed by the Danish Government or Danish 
municipality ; 

(6) in loans on the security of real estate within 60 per cent, of the tax value of 
the property ; 

(c) in advances against collateral security consisting of passbooks with other 
Danish banks or consisting in bonds and debentures quoted in the stock list 
within 75 per cent, of the purchase price. 

IL As deposits with other Danish Banks or in any other safe and warrantable 
manner as e.g. in easily marketable security in loans against pledge, personal 
guarantee or corresponding security. 
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That part of the assets of a savings bank that is invested or placed otherwise provided 
under “ I must not amount to more than seven times the capital and reserves of the 
savings bank concerned. 

Combined Balance Sheet of all Danish Savings Banks per March 31, 1953 


Assets (In Kr. million) 

Cash in hand, deposits with other banks .... 348-8 

Bonds and shares 1,593 5 

Mortgage deeds 2,218*6 

Advances to municipalities, etc 559*8 

Other advances and cash credits 805*1 

Other assets 127*0 


Total 5,652*8 


LIABII ITiES 

Depositors’ balances (cheque accounts and current 

accounts included) 5,169*1 

Paid up guarantee capital 5*8 

Reserves 369* 1 

Deposits from other banks 42*5 

Other liabilities 66*3 


Total 5,652-8 


The annual profit of a savings bank shall be appropriated to a reserve fund or to 
special or renewal funds. Part of the profit may, however, be used for charitable purposes. 
As already staled, the Danish savings banks have no commercial basis, since it is not 
their purpose to pile up profits for any particular body of investors or owners. 

On March 31, 1953, the capital belonging to the savings banks was as follows; 

Kr. mill. 


Guarantee stock paid up 5-8 

Stock price adjustment funds 31*2 

Reserve funds 337*9 

Funds 39 


378-8 


Many forms of saving are introduced by the Danish savings banks. School saving. 
Youth Thrift Movement, saving for building own houses, saving for establishment oi 
young people starting their own farm or own workshop, saving for pensions and many 
other forms of provident savings. Most of the big savings banks have special safe 
custody departments and trustee departments. Finally, it must be mentioned that most 
savings banks have special departments for helping depositors to budget their income. 
There appears to be a demand for this service especially amongst young married people. 

The Danish savings banks have established a Guarantee Reserve Fund. Evcr\^ 
year the member banks have to pay in an amount corresponding to a fixed proportion of 
the bank’s deposits received from the general public. 
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Marine Insurance of Goods 
By C. B. Drover 

A (CORRESPONDENT has raised the interesting q icstion as to what extent, when .* 
goods arc sold upon f.o.b. or c. & f. terms, the insurance cover arranged by 
the buyer is available to the seller. The correspondent draws attention to a 
case that occurred in the late nineteen twenties in Madras when a lighter carrying goods 
shipped on c. 8c f. terms sank in the harbour while taking the goods to the steamer. 

“ Warehouse to warehouse insurance had been arranged by the buyer, but under- 
writers refused to pay on the grounds that as the property had not passed to tlie buyer 
he had no insurable interest. The seller accordingly had to bear the loss himself. 
'Phe corcespondent further draws attention to the lire which recently occurred in the 
Clan Stewart at (^.alcutta, when some of the goods already placed on board were destroyed. 
In that case documentary credits had been opened, and as the seller was in a position 
to obtain the shipping documents, he was able to present these to the bank and obtain 
payment. The correspondent does, however, question what would happen if the 
documents contained some irremediable irregularity so that payment could not be made 
under the credit. He asks whether the buyer’s insurance would be available to the 
seller, and whether the buyer could maintain that the property in the goods did not pass 
until payment had been obtained under the credit, thus enabling his insurers to claim 
that they were not liable. He further asks whether a bank which makes advances against 
shipping documents can be certain that the buyer’s insurance will be available if the 
goods should be damaged or lost. 

These questions raise interesting points relating to marine insurance, and it would 
perhaps be as well to consider, in the first instance, the general rules of law in 
relation to insurable interest in connection with a contract of marine insurance, and then 
consider the persons who may avail themselves of such insurance. 

The law relating to marine insurance was codified in 1906 by the Marine Insurance 
Act, which became law on December 21, in that year. By Section 4, c\ ery contract of 
marine insurance by way of gaming or wagering is void. Such a contract is deemed 
to be a gaming or wagering contract “ where the assured has not an insurable interest 
as defined by this Act, and the contract is entered into with no expectation of acquiring 
such an interest ” ; or where the policy is expressly made “ interest or no interest,” or 
“ without further proof of interest than the policy itself,” or **' without benefit of salvage 
to the insurers,” etc. Policies including the clauses of such types are known as “ honour 
policies,” as they arc void at law. We are not here concerned with them, and beyond 
saying that there are occasions upon which they can serve a useful commercial purpose, 
we need say no more about them. 

Insurable interest is defined in Section 5 as follows 

“ (1) Subject to the provisions of this Act, every person has an insurable interest 
who is interested in a marine adventure. 
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(2) In particular, a person is interested in a marine adventure where he stands in 
any legal or equitable relation to the adventure, or to any insurable property 
at risk therein, in consequence of which he may benefit by the safety or due 
arrival of insurable property, or may be prejudiced by its loss, or by damage 
thereto, or by the detention thereof, or may incur liability in respect thereof.” 

Section 7 provides that a defeasible or contingent interest is insurable, and this is 
particularly important where a buyer of goods has effected the insurance, for his interest 
in the goods may be regarded as defeasible or contingent notwithstanding that the 
property in the goods has passed to him, since he has a right of rejection if upon examina- 
tion the goods should not comply with the contract, and additionally, he might possibly 
have a right of stoppage in transitu effected against him. 

Section 8 provides that a partial interest of any nature is insurable and by Section 10 
a lender of money on bottomry or respondentia (i.e. against a charge over the vessel 
and or her cargo) has an insurable interest in respect of the loan. Equally, by Section 
11, the master or any member of the crew of a ship has an insurable interest in respect 
of his wages, and by Section 12 a person paying freight in advance has an insurable 
interest, in so far as such freight is not repayable in case of loss. By Section 13, the 
assured has an insurable interest in the charges of any insurance which he may effect 
{i,e. premium, brokerage and stamp), and by Section 14 where the subject-matter insured 
is mortgaged, the mortgagor has an insurable interest in the full value thereof and the 
mortgagee has an insurable interest in respect of any amount due or to become due under 
the mortgage. 

Thus in the case of Wilson v. Jfofies [(1867) L.R. 2 Ex. 139] a shareholder in the 
Atlantic Telegraph Co. took out a marine insurance policy for £200 (/.e. £10 per share 
on 20 shares) “at and from Ireland to Newfoundland, the risk to commence at the lading 
of the cable on board the Great Eastern and to continue until it be laid in one continuous 
length between Ireland and Newfoundland, and until 100 words shall have been trans- 
mitted each way ” The venture failed, as the cable broke while it was being 

hauled in to remedy a defect, though one half of the cable was saved. It was held that 
the shareholder had an insurable interest, though he was only a shareholder and not 
himself directly engaged in the venture, and had furthermore no property in the cable 
or the ship. 

A mere creditor, however, who is not a mortgagee or chargee of the goods or vessel 
concerned, has no insurable interest sufficient to support a marine insurance policy, 
though, of course, his debtor’s solvency can be insured by a contract of insurance other 
than one of marine insurance. 

Accordingly an insurable interest is essential to support a marine insurance policy, 
and the next question that arises is — when must the interest attach ? This question is 
answered by Section 6 of the Act, which provides that the assured must be interested 
in the subject-matter insured at the time of the loss, though he need not be interested 
when the insurance is effected. Moreover, where the subject-matter is insured, “ lost 
or not lost” as is usually the case with marine insurance, the assured is not debarred 
from recovering under the policy merely because he acquired his interest after the loss 
occurred, unless at the time of effecting the insurance, the assured was aware of the loss 
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and the insurer was not. The Act states that “ where the assured has no interest at the 
time of the loss, he cannot acquire interest by any act or election after he is av/arc of the 
loss ” On the other hand a person can take an assignment of a marine insurance 
policy after a loss has occurred and with knowledge of the loss, since what he is in effect 
doing, is taking an assignment of a claim against underwriters. 

It is obviously convenient commercially for a person to be able to effect an insurance 
policy before he is at risk. For example, in the case cited in the first paragraph above, 
it appears that only some, but not all, of the goods concerned had been loaded on board 
the Clan Stewart, and no doubt those that W'cre loaded were covered by insurance. 
If it were not possible for the buyer to effect a valid insurance before the goods were 
loaded on board, cv)nsidcrable inconvenience would be caused to say the least. In this 
connection, it might also be emphasised that the exact scope of the policy is naturally a 
matter of considerable importance. For example, in the case of Anderson v. Morice 
f(l876) 1 A.C. 713], a buyer bought “ the cargo of new crop Rangoon rice per Sunbeam ” 
and took out an insurance policy accordingly. Before the whole of the cargo had been 
loaded, the Sunbeam suddenly sank at her anchors and the rice already shipped was lost. 
It was held that the assured had no insurable interest in the rice, since he was not at risk 
until a complete cargo had been loaded. On the other hand, in Colonial Insurance Co, 
v. Adelaide Marine Insurance Co. [(1886) 12 A.C]. 128] the policy covered wheat cargo 
now on board or to be shipped ” and it was held in that case that the delivery of the wheat 
from time to time on board was a delivery to the purchasers and was insurable accordingly. 
The fact that if the sellers neglected to put a full cargo on board, the buyers could reject 
the wheat already on board, merely meant that the interest of the buyers in the wheat 
was a defeasible interest, and such an interest could constitute an insurable interest. 

The third point that has to be considered is — w^ho may avail himself of a marine 
insurance policy ? I'hc answer to this question is that there are two classes of person 
who are so entitled ; namely (1) persons for whose benefit the policy was eftccted, and 
;2) assignees of the policy. It will be convenient to take each of these two classes 
separately. 

'Fhc standard form of Lloyd’s marine policy expresses that it is elTected by the 
assured : — “ as well in his own name as for, and in the name and names of, all and every 
other person to whom the same doth, may, or shall appertain.” d'his does not mean 
that anyone subsequently acquiring an interest in the goods may avail himself of the 
policy. In order to do this such a person must show that the person effecting the 
insurance cither intended it to be for his benefit, or at all events did not intend it exclu- 
sively for the benefit of others having a conflicting or inconsistent interest, but meant 
it to apply generally, so as to cover the interests of those who should uliimately appear 
concerned.” (See Arnould’s Marine Insurance, 14th Edn., 1954, Sect. 172.) Accord- 
ingly, any party to whom an insurable interest in the property concerned “ doth, may 
or shall appertain,” may “ by subsequent adoption take advantage of the policy to 
protect such interest, if it appears from extrinsic evidence that the person directing the 
policy to be effected intended at the time to protect this particular interest, or at any 
rate to protect the interests generally of the parties who should ultimately appear to 
be concerned. The onus of proving that the plaintiff’s interest was intended to be 
insured under these general words is on him.” (Arnould op. cit.. Sect. 173.) 
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Thus, in the case of Yangtse Insurance Association v. Lukmanjee [(1918) A.C. 585] 
teak logs were sold at a price “ ex ship, payment against documents.” The logs were 
duly shipped to Colombo, where the buyer took delivery ex ship, but while the logs 
were still afloat in the form of rafts, a large part were driven out to sea by a gale and lost. 
The insurance policy, which was not assigned to the buyer, or handed over to him, was 
expressed in the usual Lloyd’s form, and covered “ all risk of craft and/or raft from land 
to land.” It was held that there was no evidence that the seller intended the policy to 
be for the buyer’s benefit, and the buyer could not therefore avail himself of the policy. 
It would, of course, have been diflerent if the contract for the sale of the logs had been 
a c.i.f, contract instead of an ex-ship contract. 

It would also have been different if the policy had been expressly assigned by the 
seller to the buyer. Section 50 of the Act provides that a marine policy is assignable 
unless it contains terms expressly prohibiting assignment, and further provides that 
assignment may be effected cither before or after loss. Where a marine policy has been 
so assigned so as to pass the beneficial interest in such policy, the assignee of the policy 
is entitled to sue thereon in his own name ; and the underwriter is entitled to make any 
defence arising out of the contract which he would have been entitled to make if the 
action had been brought in the name of the person by or on behalf of whom the policy 
was effected. 

Section 51 provides that where the assured has parted with or lost his interest in 
the subject-matter insured, and has not, before or at the time of so doing, expressly or 
impliedly agreed to assign the policy, any subsequent assignment of the policy is in- 
operative. This does not, hoV'Cvcr, prevent an assured from assigning a policy alter a 
loss has occurred, if the loss occurred while he was still interested in the subject-matter. 

Thus in the case of North of England OiECake Co. v. Archangel Insurance Co. 
[(1875) I..R. 10 Q.B. 249], V, Brothers insured with the defendants a cau.^o of linseed 
to I.ondon including all risks of craft and lighters to and from the carrying vessel. While 
the vessel was on the voyage, the agent of V. Brothers sold the cargo in London to the 
plaintiffs. On arrival at I.ondon, the cargo was landed by lighters employed by the 
plaintifl's. One of the lighters sank, within the terms of the insurance policy. This was 
in February, and the policy was handed over by V. Brothers to the plaintills in the 
following June. The policy was not expressly agreed to be assigned to the plaintifl's 
by the sold note, and no such intention could be inferred because V. Brothers had to 
retain the policy for their own protection. When the linseed was loaded on to the 
plaintiffs’ lighter, it was delivered to the plaintiffs. V. Brothers’ interest ceased and the 
policy lapsed. The subsequent assignment of the policy to the plaintiffs occurred after 
the cessation of V. Brothers interest, and was therefore of no avail to the plaintiffs. 

Section 50(3) of the Act provides that a marine policy may be assigned by indorse- 
ment thereon or in other customary manner. The usual practice now, at any rate in 
so far as policies covering cargo only are concerned, is to indorse merely by signing the 
name and without any covering memorandum expressly declaring the assignment. 
“ So, if the policy is taken out by brokers in their own name, their signature is first 
indorsed and then the signature of the actual assignor or his agent. Such an indorsement 
in blank is the customary form of assigning all claims on the policy to the holder thereof 
for the time being. (See per Scrutton J. in Aron v. Miall [(1928) 34 Com. Cas. at p. 20] ),” 
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(Arnould op, cit,. Sect. 177.) There is also some argument to suggest that mere delivery 
of the policy, without indorsement, is now a customary manner of assignment. (See 
Safadi v. Western Assurance Co. [(1933) 46 LI. L.R. at p. 144].) In any event, however, 
the assignee must be able to show that the transfer of the policy was intended to be an 
assignment. 

To turn now to the point raised in the first paragraph of this article, it will be apparent 
that insurance effected by the buyer under an f.o.b. oi c. & f. contract can very rarely, 
enure for the benefit of the seller. It is most unlikely that there could ever be any 
question of an assignment of the policy by the buyer to the seller, and the seller could 
only take advantage of the policy if he could show that in taking it out the buyer intended 
the policy to be for the benefit of the seller. 

By Section 17 of the Sale of Goods Act, 1893, where there is a contract for the sale 
of specific or ascertained goods, the property in them (and hence the risk) is transferred 
to the buyer at such time as the parties to the contract intend it to be transferred, and 
for the purpose of ascertaining the intention of the parties, regard must be had to the 
terms of the contract, the conduct of the parties and the circumstances of the case. 
Section 18 lays down a number of rules for ascertaining the intention of the parties, 
unless a different intention appears from the terms of the contract, etc. 

It has to be emphasised that all contracts depend upon their terms, and contracts 
for the sale of goods arc no exception, but as a general rule it can be said that in the case 
of an f.o.b. contract, the property and the risk passes as soon as the goods have been 
placed upon the carrying steamer, provided that the seller has given sufficient notice 
to the buyer to enable him to effect insurance. (Sec Section 32(3) of the Sale of Goods 
Act.) In the case of an f.o.b. contract it is normally the duty of the buyer to nominate 
the carrying vessel, and in all ordinary circumstances he will therefore know upon w^hich 
vessel the goods arc to be shipped and will insure accordingly. Similarly, in the case of 
a c. & f. contract, the buyer would normally be at risk as soon as the goods w^erc put on 
board, and would be bound (as indeed he would in the case of a c.i.f. contract) to take up 
and pay for the shipping documents upon presentation, even if the goods had perished on 
the voyage. 

Our correspondent asks if it could not be argued that if the buyer arranges w'archouse 
to w^archouse insurance, it provides evidence that he intended the goods to be transferred 
to him at the warehouse at the port of shipment and not when the goods w^cre put on 
board. This would not appear to be a tenable argument, because the intention must 
be the intention of the parties at the time of making the contract, and such intention can 
only be ascertained by considering the terms of the contract itself and the conduct of the 
parties and the surrounding circumstances at the time that the contract was made. 
Subsequent conduct would not be admissible evidence in the construction of the contract. 
Moreover, a contract requires the mutuality of the parties, and one party cannot by his 
own unilateral act vary a contract already concluded. The most that could be said is 
that because the buyer arranged warehouse to warehouse insurance, he effected the 
insurance for the benefit of the seller as well as for himself, but it is very unlikely that 
that mere fact would, in itself, provide sufficient evidence to enable the seller to avail 
himself of the policy. The moral is that if a person sells goods on f.o.b. terms, he should 
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ensure that is covered until the risk passes to the bu^/er ; i.e.^ normally until the goods 
arc put fully on board. 

With regard to the question whether, if after goods have been put on board under 
an f.o.b. contract and destroyed, and the seller was unable to obtain payment under a 
documentary credit by reason of some defect in the documents, the seller could avail 
himself of the buyer’s insurance, the answer would seem to be that he could not so avail 
himself. Either the seller would be in a position to require the buyer to take up and 
pay for the documents, or he would not. If the defect in the documents was such that 
it amounted to a breach of the contract terms, bill of lading dated after the last 
shipment date, then the seller could not compel the buyer to take up the documents. 
It would, in elfect, amount to a rejection of the goods by the buyer, thus leaving them at 
the seller’s risk. Again the seller could not take advantage of the buyer’s insurance, 
unless the buyer took it out for the seller’s benetit. 

The proper rejection of goods by a buyer divests him of any property he may have 
in the goods and rc-vests it in the seller, and certainly causes insurance diflicultics. 
If the buyer rejects goods, he clearly cannot subsequently claim under his policy. Could 
he, on the other hand, first assign the policy to the seller and then reject the goods ? 
Presumably he could not, if he intended to reject, and was entitled to reject, at the time 
that he assigned the policy. 

Accordingly, if a bank makes advances to a seller against a shipment of goods upon 
f.o.b. terms, the bank should satisfy itself that the goods are fully insured by the seller * 
and, ideally that the bank’s interest is noted by the underwriters (unless the actual policy, 
duly endorsed, is handed lo the bank). If the goods perished on the voyage, it would 
nevertheless be the duty of the buyers to take up and pay for the shipping documents, 
and assuming that the buyers had in fact, effected proper insurance cover, there would 
presumably be no dilliculty over this. I'hc points then, which it would seem that the 
bank ought to watch arc, {a) that proper insurance has been effected by the buyers 
(and ideally that the bank's interest has been noted by the underwriters), and (b) that 
insurance cover will be available if the buyers exercise a right of rejection of the goods. 


Legal Decisions -A Retrospect 

By C. B. Drover 

T he November issue of The Bankers^ Magazine contained the hundredth article on 
Recent Legal Decisions of Interest to Bankers to be published since the series 
commenced in June 1946, and it is perhaps an appropriate point to look back and 
take stock of what has happened in the Courts during the eight or so years concerned. 
It is significant that there have been very few cases involving points of pure practical 

* At least up to the point where the property passes to the buyer. 
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banking law, and the fact that there has been only one documentary credit case, is a 
tribute to the careful manner in which the staffs of documentary credit departments handle 
the enormous volume of this type of business with which the banks now have to deal. 
There have been several cases dealing with moneys advanced by banks to insolvent 
companies and the establishment of the legal principle that a deserted wife is entitled to 
remain in the matrimonial home as against her husband, has had its legal repercussions 
on the banks. Probably the best-remembered case is Coutts & Co. v. Brozvn-Ltickyy 
and the most remarkable one, Brezeer v. Westnmish. • Ba?jk Ltd. On the trustee aTvi 
executor side there has been the monumental case of Re Diplock's Estate and the series 
of cases dealing with the effect which the large capital dividend paid by Thomas Tilling 
T.td. had on trusts holding investments in that company’s shares. 

Of the cheque cases. Nelson v. Larholt [(1947) : 2 All F..R. 751, R.M.* Jan., 1948. 
p. 31] has provided an interesting example of trust money being recovered by the bene- 
ficiaries of the trust from the payee of a cheque drawn on the trust account. "I'hc payee, 
l.arholt, was a bookmaker, and cheques signed : — “ G. A. Potts, Executor of William 
Burns, dec.”, were given by Potts to Larholt, w4io gave Potts cash in exchange. It was 
held that as I.arholt took the cheques with notice of the trust, he could be required to 
refund their value lo the beneficiaries, even though he took the cheques in good faith 
and for value. Another cheque case is Wilson and Mccson v. Pickering [(1946) : 1 All 
E.R. 394 ; B.Al. July, p. 39] w^here the Court of Appeal allowed the appeal of Wilson 
and Mccson, a firm of estate agents. 'Phe facts were that one of the partners in the firm 
handed a blank signed cheque to one of the firm’s employees and instructed her to make 
out the cheque in favour of the Inland Revenue for £2. The employee in fiict made out 
the cheque for £54. 4s. Od. and inserted the name of her landlady, Mrs. Pickering as the 
payee. On being sued, Mrs. Pickering claimed that Wilson and Mecson were estopped 
from denying that the cheque was completed in accordance with their authority. This 
claim was not upheld by the C^ourt of Appeal who pointed out that the cheque was crossed 
“ not negotiable,” and that accordingly the rule of estoppel in relation to negotiable 
instruments could not, in any event, apply to the cheque, in Cole v. Milsonie [(1951) ; 
1 All. E.R. 311 ; B.M. March, p. 258], the court decided that a cheque made payable 
lo : — Cash or order,” was not a cheque because it was not payable to the order of a 
specified person or to bearer. Nor could the instrument be treated as being payable to 
bearer because “ cash ” was not a lictitious or non-existing person. On the facts, 
this w^as an unhappy, though no doubt correct decision, but on grounds of justice and 
fairness it would seem that these “ cash or order ” instruments should be treated on the 
same legal footing as cheques. I'hc remarkable case of Brezeer v. Westminster Bank 
Ltd. [(1952 : 2 All E.R. 650 ; B.M, October, p. 306) has decided that where one joint 
holder of an account forges the signature of another joint holder, the other joint holder 
cannot sustain an action for a declaration that the bank is not entitled to debit the joint 
account with the amounts of the forged cheques. This decision is thus in direct opposi- 
tion lo the general rule that a banker may not debit his customer’s account w5th cheques 
upon which the customer’s signature has been forged. The decision w^as based upon 
the principle that the contract betw^een the bank and the joint account holders w'hereby 
the bank would only honour cheques signed by both account holders, was a joint contract. 


References to B.Al. passim are to Flic Bankers' magazine articles on the relevant cases. 
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and not a several, nor a joint and several contraa. Consequently rights under the 
contract vested in the account holders jointly and could only be pursued by them jointly, 
and as one of them could clearly not rely upon his own act of forgery, the joint account 
holder was also precluded from relying upon such act of forgery. Miss Brewer appealed 
against this decision, but the action was settled before the Court of Appeal had pro- 
nounced judgment (B.M. April, 1953, p. 352). Accordingly, the decision of the lower 
court is still law, although there must be a doubt as to whether it is good law. 

In Bagley v. Winsome [(1952) : 1 All E.R. 637 ; B.M. May, 1952, p. 454] the Court 
of Appeal has decided that a deposit account cannot be garnisheed until every condition 
precedent to repayment has been complied with, except a mere demand for immediate 
payment. In this case, a judgment debtor had money standing to his credit in a deposit 
account with a bank. In respect of the deposit the bank had issued a deposit book, and 
in order to withdraw moneys deposited, fourteen days notice had to be given and the 
book produced. 'Ehe judgment debtor gave notice of withdrawal, and on the fourteenth 
day the judgment creditor issued a garnishee summons under Order 27 of the County 
Court Rules. It was held that the deposit was not a debt “ owing or accruing ” to the 
judgment debtor until the deposit book had been produced, and accordingly until then, 
the deposit could not be the subject of garnishee proceedings. 

Of the guarantee cases, Contis & Co. v. Brown-Lecky [(1946) : 2 All. E.R. 207 ; 
B.M. Sept., 1946, p. 171] is the one that wall be best remembered. Brown-Lecky was 
an infant, to whom Coutts 6c Co. granted overdraft facilities in consideration for a 
guarantee given by two persons of full age. Brown-I-ecky failed to pay, and the bank 
brought this action against him and the two guarantors to recover the amount of the debt. 
The guarantors pleaded that the debt was void under the Infants Relief Act, 1874, and 
that accordingly the guarantees were void as there was nothing to guarantee. This plea 
was upheld by the Court. Accordingly, if banks make a practice of lending to infants 
against the security of a guarantee, it has become desirable to incorporate an indemnity 
in the guarantee. 

Young V. Sealey [(1949) : 1 All E.R. 93 ; B.M. March, p. 226] provided an extremely 
interesting example of the use of a joint account to make a testamentary gift in a manner 
not conforming to the provisions of the Wills Act, 1837. The deceased was a spinster, 
and Sealey was her nephew. Some years before her death, the deceased put certain 
moneys on deposit at various banks in the joint names of herself and her nephew. She 
herself retained control over the accounts and continued to operate them. On her 
death this action was brought by her executor to decide whether the balances on the 
joint accounts belonged to Sealey by right of survivorship, or whether they formed part 
of the deceased’s residuary estate. It was held that as there was evidence of her intention 
to benefit her nephew, the moneys belonged to him absolutely. The interesting point 
that was raised was, however, whether or not the intended gift was void as being an 
attempt to make a testamentary gift otherwise than in accordance with the provisions 
of the Wills Act The judge was rather inclined to think that the gift was void on this 
ground, but “ having regard to the disturbing effect which an acceptance of the argument 
might well have on titles already acquired,” he felt that it was better that any change in 
the current of authority on this point should be made by an appellate court rather than 
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by a court of first instance. Actually no appeal was made, and the point is still, therefore, 
outstanding. 

Two very interesting cases dealing with the elfect of Czechoslovak exchange restric- 
tions have been the House of Lords decision in Kahler v. Midland Baiik Ltd, [(1949) : 
2 All E.R. 621 ; B.M. Dec., p. 438] and the similar decision in Zivnostenska 
Banka v. Franknian [(1950) ; 2 All E.R. 671 j B.M. Jan., p. 37]. Kahler had in 1938 
arranged for the Zivnostenska Bank, Eraguc, to hold "'or him in London, 800 shares in 
Brazilian 'Fraction Light and Power Co. Ltd. Zivnostenska Bank accordingly instructed 
the Midland Bank to hold these shares for its account. In 1939, Kahler was compelled 
by the Nazis to transfer these shares to the Bohemian Discount Bank and Zivnostenska 
Bank instructed the Midland Bank to hold the shares for account of the Bohemian 
Discount Bank. In 1946, Kahler’s rights to the shares were restored by the Czech 
authorities but as Kahler had by then ceased to be a Czech resident, the Bohemian 
Discount Bank was prohibited from icleasing the shares to him. Kahler therefore 
brought this action claiming that the shares were his property and ought to be released 
to him. It was held that the contract of deposit was one between the Bohemian Discount 
Bank and Midland Bank and not one between Kahler and the Midland Bank. Accord- 
ingly Midland Bank could not release the shares without the authorisation of the Bohemian 
Discount Bank which authorisation could not be given by reason of the Czech Exchange 
C'ontrol regulations. Furthermore Kahler could not claim to have the securities delivered 
to him on the ground that he was the true owner, by reason of the contract of bailment 
existing between himself and the Bohemian Discount Bank. This contract was subject 
to Czech law and therefore subject, also, to Czech exchange control regulations w^hich 
prohibited delivery of the shares. The Frankwan case w^as somew^hat dilferent because 
the securities in question were deposited with the London office of Mrs. Frankman’s 
Prague bank and not w'ith a third-party bank. Here, again, however, it was held that the 
contract of deposit was one between the depositor and the bank’s Prague office, and that 
delivery could not be made in London without the consent of the Prague office. Such 
consent could not be given without the consent of the Czech exchange control authorities, 
and as the contract of deposit was subject to C’zcch law^, the English courts had to give 
effect to Czech exchange control law. Mrs. Frankman could not, therefore, recover 
possession of her securities. 

In the realm of documentary credits, the case of Bank MdH Iran v. Barclays Bank 
[D.C. & O.) 1(1951) : Lloyd’s List Reports ; B.M. December, p. 484] has once again 
emphasised how important it is to ensure that the documents against which payment is 
made under a documentary credit comply implicitly with the terms of the credit, and 
that a description of trucks as “ new, good,” or “ in new condition ” is not the same as 
“ new\” The case also provides an example of a defence of ratification being successfully 
pleaded in a documentary credit case. 

Re Kent and Sussex Sawmills Ltd, [(1946) : 2 All E.R. 638 ; B.M. Feb., 1947, p. 123) 
provided an interesting case of an assignment of a book debt, which was void against a 
liquidator ow ing to non-registration as a charge under Section 79 of the (Companies Act, 
1929, and Lloyds Bank Ltd, v. Brooks [(1951) : B.M., p. 453] is an example of a pass-book 
case, where a customer had spent moneys incorrectly shown as credits in her pass-book, 
and it was held that the bank could not recover the over-payments. 
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Lloyds Bank Ltd. v. Oliver* s Trustee [(1953) : 2 All E.R. 1443 ; B.M. Jan., 1954, 
p. 27] and Barclays Bank Ltd. v. Bird [(1954) : 1 All E.R. 449 ; B.M. April, p. 345] are 
two cases resting on the newly developed legal principle that a deserted wife is entitled, 
as against her husband, to remain in the matrimonial home. In both cases, the houses 
concerned had been charged to banks. In the former case there was a legal charge, and 
in the latter an equitable charge, both being executed before the husband’s desertion 
(>f the wife. In both cases, it was held that the bank’s charges took priority over the 
wife’s right to remain in possession. 

Among the trustee and executor cases. Re Diplock^s Estate [(1948) : 2 All E.R. 318 ; 
B.M. Oct., p. 280)] is quite the most remarkable. One Caleb Diplock had died in 
1936 leaving a large fortune. His will directed his executors to apply the bulk of his 
estate for such “ charitable or benevolent objects ” as his executors should think fit, and 
a distribution of some £200,000 was made to 139 charitable institutions. In 1939 the 
next of kin challenged the validity of the will, and ultimately the House of Lords held the 
will to be invalid. 'Lhis scries of actions then started to recover the moneys paid to the 
charily. 'Lhe judgments are remarkable for their length and complexity — that of the 
Court of Appeal was over 30,000 words long — and a good deal of light was thrown on 
the law relating to the tracing and following of trust moneys. 

The Tilling Stevens cases {Re Sechiari ; Rc KlcinicorTs Settlement Trnsts ; Re 
Winder\s Will Trusts [(1950) : 1 All E.R. 417 ; (1951) 2 All E.R. 328 ; ( 1951) 2 All E.R. 
362 ; B.M. Sept., 1951, pp. 212 6]) have not made any new law, but they have shown 
the anomalous results that can ensue from the rigid application of the principle that, a:> 
betw^een tenant for life and remainderman, a capital dividend (as distinct from a return 
or repayment of capital) belongs to the tenant for life and not to the remainderman. 
Consequent upon the passing of the Transport Act, 1947, Thomas 'filling Ltd. sold 
such of its interests as were alTectcd by the Act to the British 'I'ransport Ctmimission for 
£24,800,000, the consideration being satisfied by the issue to the C.ompany of British 
Transport 3",, Guaranteed Stock, 1968-73, at a price of 101. 'fhe Company resolved 
to distribute this stock as a capital profits dividend to the Company’s ordinary stock 
holders in the proportion of £5 slock for each £1 of the (Company’s ordinary stock. 
Following upon the distribution, the quoted price of the Company’s ordinary stoc*<. 
dropped substantially. For example, in the Kleinwort case, the settlement trustees 
had originally invested £6,000 of capital moneys in the purchase of £2,000 Thomas 
Tilling stock. In due course they received £10,000 British Transport stock (which was 
a tax-free windfall for the persons interested in the income of the trust) leaving the 
settlement trust fund with £2,000 Thomas Tilling stock, the market value of which was 
about £2,700. This is all the more anomalous when it is borne in mind that the trustees 
might have sold the Thomas 'Filling stock “ cww-rights,” and in that event the proceeds 
would have represented an accretion to the capital of the trust fund. (See Bulkeley v. 
Stephens [(1896) 2 Ch. 241]). 

To sum up, while the last eight years may not have produced any case of major 
importance within the field covered by this scries of articles, there have been many cases of 
substantial interest. New ground has been broken in one or two instances, but 
there are still anomalies to be resolved. Perhaps the next eight years will see some 
progress in this direction. 
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Recent Legal Decisions of Interest to Bankers 

By C. B. Drover 

WINDING UP OF FOREIGN BANK 
Re Banque des marchands de moscou (Koupetschesky) (No. 2) 

(1954 : 2 All E.R. 746 ; 1 W.T..R. IlOu ; 98 Sol. J. 557) 

The Banque des^Marchands dc Moscou (Koupetschesky), which is referred to for 
convenience as “ the Russian Bank ” w'as incorporated in Russia in 1866. It never 
had a branch or establishment in England, but at the material time it maintained a 
current account with Midland Bank, Ltd., London, which in December, 1917, was in 
credit. On December 15, 1917, the Russian Bank was nationalised by decree of the 
Soviet Government, and it was dissolved by Russian decree, in or about January, 1918. 

In 1932, an order was made by the English court for the winding up of the Russian 
Bank, under Section 338 of the ("ompanies Act, 1929 (now Section 316 of the Companies 
Act, 1948), and the liquidator has since then got in substantial assets. 

In the same year one A. K. Ouchkoff, a Russian domiciled in France, lodged a 
proof in the winding up for /;i2,000. In 1952, the liquidator rejected the proof, and 
f)uchkoff, having died, his widow and administratrix took out this summons asking that 
the liquidator be directed to allow the proof. 

The circumstances in which the debt arose were these. Upon the outbreak of the 
Russian revolution, Ouchkoff and his wife decided to escape from Russia. He accordingly 
delivered a quantity ol' gold to the Russian Bank in Moscow, and received in return 
two orders, dated December 16, 1917, addressed to Midland Bank Ltd. instructing the 
latter to pay 10,000 and £2,000 respectively to Ouchkoff. I'he claimant also held a 
third document dated December 17, 1917, written in Russian, an English translation ol 
which reads as follows : — 

“ The Board of the Moscow Merchants Bank hereby certifies that out of the 
foreign funds belonging to the bank which are deposited abroad £2,000 belongs to 
Alexei Konstantinovitch Ouchkoff. Instructions to pay this amount to him or 
to his order will be made by the bank immediately on resumption ot normal com- 
munications between the bank and its foreign correspondents.'’ 

On the strength of these documents the claimant contended that she was entitled 
to prove as a creditor in the liquidation, either on the ground that all debts, wherever 
situate, were provable in an English liquidation in respect ot English assets only, or 
alternatively on the ground that it was the Russian bank’s intention that the debt should 
be met out of the English assets. 

It was Held by Roxburgh, J., that although Section 26, ot the 1929 Act (Section 316 
of the 1948 Act), apparently makes all debts admissible to proof in a winding up ot this 
type, the fact was that the present debt was recoverable only in Russia and its situs was 
there. The consequence was that the debt was destroyed at the moment ot the dissolu- 
tion of the Russian bank in Russia if not before. Accordingly there was no debt in 
respect of which proof could be lodged and the liquidator had done right in rejecting 
the proof. 
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Actually the judge held that the transaction whereby OuchkofF sought to take money 
out of Russia was illegal under Russian exchange control regulations as then existing, 
and it was only on the assumption that this finding was wrong, that he went on to consider 
whether the debt was an English debt or a Russian debt. 

Section 338 of the Companies Act, 1929 (now Section 399 of the 1948 Act) makes 
provision for the winding up of an unregistered company, and foreign companies can be 
wound up which have an office and assets here, even though there is or has been a winding 
up in another country. The present case, however, provides an example of a foreign 
company being wound up here, merely on the strength of there being assets here, the 
company itself having long since ceased to exist in the country in which it was formed. 

Section 261 of the 1929 Act (Section 316 of the 1948 Act) provides that all debts 
shall be admissible to proof, and on its face this would appear to include Russian debts, 
but there w^ould be something incongruous if Russian debts could prove against English 
assets, seeing that no Russian assets arc available. As Roxburgh, J., put it in the case 
under review (2 All E.R., p. 750) : — 

“ After all, what are being administered in this country arc not all the assets of 
the Russian bank, but assets on which the liquidator can lay his hands, and which, 
broadly speaking, are English assets ; and, therefore, it would be surprising if 
debts which could be, broadly speaking, described as English debts, should find 
themselves up against the competition of Russian debts in respect of assets which 
were solely English assets and, of necessity, excluded the Russian assets.” 

If, on the other hand, the debt in question were locally situate in Russia, “ then the 
dissolution of the Russian bank removed it altogether from the category of debts and 
liabilities provable, because it was not a debt at all at the time when the proof was sought 
to be admitted.” If, on the other hand, the debt were not locally situate in Russia, then 
the Russian decrees would have no extra-territorial effect, because the English law will 
not recognise a foreign confiscatory law except in relation to the subjects of that state. 
Accordingly, the debt would then remain provable in an English liquidation. 

In order to apply this principle, it is necessary to ascertain in what locality English 
law deems a simple contract debt to be situate. The general rule is that a debt is deemed 
to be situate where the debtor resides, the reason being that the place of residence of 
the debtor was nearly always the place where the debt was recoverable. In the present 
case, the Russian bank resided only in Russia, and accordingly the siius of the claimants’ 
debt was Russia. That being so, the debt was extinguished at the latest, at the moment 
of the dissolution of the Russian bank in Russia, and there was nothing left in respect of 
which a proof could be lodged in the liquidation. 

It is interesting to consider what would be the position if a resident English national 
were to have a claim against the Russian bank. Suppose, for example, that the London 
office of X Bank Ltd., an English bank, had granted an overdraft to the Russian bank, 
and that such overdraft remained when the Russian bank was dissolved. Leaving aside 
the question whether or not the debt was statute-barred, it is interesting to consider 
whether or not the proof of X Bank Ltd. might be admitted. On the test given above, 
the situs of the debt must be Russia. Presumably, however, the English courts would 
not in that case regard the debt as destroyed by the Russian nationalisation decrees. 
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The English courts will not, as a rule, give effect to a foreign confiscatory law, though 
in general, “ they will not enquire into the legality of acts done by a recognised foreign 
government against, or in relation to its own subjects, in respect of property situate in its 
own territory.” On that footing, the debt would no doubt, not be regarded as extin- 
guished, and proof would presumably be admitted. Indeed, any other result would give 
rise to the absurdity that as the Russian bank had no office here, and resided only in 
Russia, all its debts had a Russian situs^ and none would be provable in the English 
liquidation. If, however, the broad principle is that E '^glish assets ought to be available^ 
for English creditors, it would be interesting to see what the English courts would do 
in the case of, say, a creditor who was a resident French national when he became a 
creditor of the Russian bank, and in particular whether or not the debt would be regarded 
as extinguished by the Russian legislation. 

GUARANTEE— ENFORCEMENT AGAINST ESTATE OF DECEASED PERSON 
Re Deans (Deceased), WestmiNoTer Bank Ltd. v. Official Solicitor 
(1954 : 1 All E.R. 496 ; 1 W.L.R. ; 98 Sol. J. 110) 

In 1948 and 1949, William Deans guaranteed the overdraft with Westminster Bank 
l .td., of one Gilbert Loughlin, and as collateral security deposited with the bank £300 
“ B ” shares in Barclays Bank Ltd., £175 IO5. 3';;', British Transport Stock and £50 
2.1% defence bonds. William Deans died in 1951. The sole executrix and beneficiary 
under his will had died in his lifetime and no relative could be traced. Early in 1952 
the bank demanded payment of Gilbert Loughlin of the overdraft amounting to 
£2,457. I65. 6t/., but he thereupon went to Canada and was never seen again. No grant 
of representation was taken out in respect of William Deans’ estate. 

The bank then took out this summons for a declaration that the above securities 
were charged with the payment of moneys to the bank, and for an order that the Official 
Solicitor should be appointed to represent the estate under Order 16, rule 46 of the 
Rules of the Supreme Court. This rule reads as follows : — 

“ If in any cause, matter or other proceeding it shall appear to the Court or a 
Judge that any deceased person who was interested in the matter in question has no 
legal personal representative, the Court or Judge may proceed in the absence of 
any person representing the estate of the deceased person, or may appoint some per- 
son to represent his estate for all the purposes of the cause, matter, or other pro- 
ceeding on such notice to such persons (if any) as the Court or Judge shall think fit, 
either specially or generally by public advertisement, and the order so made, and any 
order consequent thereon, shall bind the estate of the deceased person in the same 
manner in every respect as if a duly constituted legal personal representative of the 
deceased had been a party to the cause, matter or proceeding.” 

This course of proceeding was followed by the bank’s advisers because they wished 
to avoid the expense and complication of an administration action in the Chancery 
Division if they could attain their object by some shorter and less expensive means. 

It was pointed out by the judge, however, that an order made under the above 
rule could not achieve the bank’s object, since it was clear from the terms of the rule 
that such an order would only bind the estate of the deceased person and would not bind 
such persons as the Bank of England and the Postmaster- General. 

The summons was accordingly amended asking for a declaration that the above- 
mentioned securities were vested in a trustee within the meaning of Section 51(1) (z;) of 
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the Trustee Act, 1925, and a consequent order that the securities should vest in the Official 
Solicitor. 

Section 51 (1) (z;) of the Trustee Act reads as follows : — 

“ (1) In any of the following cases, namely, . . . (v) Where stock or a thing in 
action is vested in a trustee whether by way of mortgage or otherwise and it appears 
to the court to be expedient ; the court may make an order vesting the right to 
transfer or call for a transfer of stock, or to receive the dividends or income thereof, or 
to sue for or recover the thing in action, in any such person as the court may appoint.’^ 
In order to obtain this declaration, the bank relied on Section 9 of the Administration 
of Estates Act, 1925, reading as follows : — 

“ Where a person dies intestate, his real and personal estate, until administra- 
tion is granted in respect thereof, shall vest in the Probate Judge in the same manner 
and to the same extent as formerly in the case of personal estate it vested in the 
ordinary.” 

The judge held, however, that the senior judge of the Probate Division could not be 
said to be a trustee within the meaning of that word for any of the Trustee Act, 1925. 
“ He has no duties to perform,” he said. “ No obligations fall upon him. , . . 'Phe whole 
operation of that section is that where the condition is fulfilled of a person dying intestate, 
his estate, real and personal, vests in the senior judge of the Probate Division, and that 
property remains vested in him until the second condition is fulfilled, namely, that 
administration is granted in respect of that property. That appears to me to be plain 
language and to provide the only method by which the senior judge of the Probate 
Division can be divested of the property which vests in him under the section.” 

The judge accordingly refused to make the declaration and order asked for, pointing 
out as he did so, that the bank could obtain a grant of representation in respect of the 
deceased’s estate, and proceed under that. 


Book Reviews 

Waj^es, By SiK Dennis H. Robertson. (London : Athlone Press, University ol 

London, 1954. Pp. 41. 3 a'.) 

Wages was the subject happily selected by Sir Dennis Robertson for his Stamp 
Memorial Lecture on November 9. No on could be better qualified to meet the need 
for a clear exposition of the economic principles involved and their bearing on wage 
policy. He has infused life into what might have beer a dull subject by dramatising it. 

The recent Court of Inquiry, to which the wage dispute in the engineering industry 
was referred, recommended the appointment of an “ authoritative and impartial body ” 
to advise on “ the wider implications ” of the questions which had been raised. Sir 
Dennis Robertson imagines a nightmare, in which he is a member of the proposed body, 
and is called upon to instruct it. 'Phe retired Admiral whom he has called into being as 
chairman deserves a permanent place in economic discourse as a welcome substitute 
for the man in the street. 

His exposition, partly in dialogue form, is a model of lucidity and concise argument. 

Needless to say, it is impossible to cover the ground in one lecture. He has con- 
trived to steer clear of controversies about profits and about the foreign exchanges. But 
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even at that level of abstraction the pamphlet in which the text of his lecture is now 
published might be very helpful towards fonning an instructed public opinion on an 
elusive and baffling subject. 

Since giving his lecture Sir Dennis Robertson has made a correction in the statistics 
appended to it. He had omitted to make allowance for certain alterations in the basis of 
the official statistics between 1938 and 1953. The revised comparison is given in a 
letter which appeared in The Financial Times on November 23, 1954, viz : 


Waj^cs as per cent, of 



Increase 
per cent. 

1. Personal income from work and property 

410 

47-9 

17 

2. All personal income 

38-8 

44-3 

14 

3. All private income 

36-5 

39 2 

7 

4. Gross national product .... 

57-4 

390 

4 

5. Net national income 

39 0 

41-8 

7 

6. Home-produced net national income 

40- 3 

42-4 

5 


Sir Dennis in his letter makes a frank apology to his hearers and readers for errors 
\\ hich those familiar with the intricacies of the National Income blue books will not 
by any means follow him in describing as “ inexcusable.” 

The correction diminishes the force of his argument on page 12 but does not other- 
wise mortify it. 

iMndon, R. G. HAWTREY. 


iiermany^s Comeback in the World Market, By LuDWtG Eriiard. With the Assistance 

of Ereiiierr Von Maltzan. Edited by Herbert Gross. Translated by W’TfT. 

Johnston. (London : Allen & Unwin, 1954. Pp. 276. 215.) 

This history of West Germany’s economic recovery is no doubt a work of major 
importance, as the opinions expressed are those of the present-day economic leaders 
in Ecderal Germany. Its author. Professor Dr. I.udwig Erhard, the West German 
.Minister for Economic Affairs, was assisted by Dr. von Malt/an, Head of the Trade 
Policy Section of the West German Foreign Office, and the book was edited by Dr. 
Herbert Gross. It seems, however, that other senior officials have also contributed, 
rhe translation into English byTMr. W. H. Johnston is admirable. 

The main theme running throughout the book is a plea for free trade, to be achieved 
by economic co-operation between all nations and gradual removal of trade restrictions. 
Many pages arc devoted to showing how West Germany has benefited bv every step 
towards a freer market policy. “ Unconditional, most-favoured-nation treatment, 
convertible currencies, the abandonment of quotas and of artificial rates of exchange — 
these are the theoretical and practical foundations of a world trade policy required by 
a highly specialised industrial and exporting country like Western Germany ” (p. 17). 
The ideology of Federal Germany’s new economic leaders is perhaps best expressed in 
Professor Erhard’s introduction where he states that “ an understanding of the nature 
of foreign trade and of international economic relations forms the real crown of an 
economic education. This understanding can form the root of a toleration which 
appreciates the needs of other parties ; toleration leading to a genuine balance of interests. 
An autarkic or nationalistic policy aims at narrow advantages at the expense of other 
nations, and leads to a dead end, whereas a policy of free world trade identifies the 
national interests with those of a multiplicity of other countries. It does not abuse 
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its machinery' in order to lock others out, but employs it as a key to open many gates ” 
(pp. 16-17). 

Thus Professor Erhard’s economic principles are not realisable without mutual 
understanding. This book could therefore have done much to remove the remainder 
of distrust against Germany, if only he had abstained from criticising the policies 
pursued by the Allies in Federal Germany — especially between 1945-48 — without 
at the same time referring to the enormous economic difficulties with which most 
European countries had to struggle themselves after the war. These policies are no 
doubt open to criticism when looked at from the German angle — yet they have to be 
viewed in the light of the absolute chaos which the Allies had to take over in the occupied 
territories. And one should perhaps not quite forget — in this context- -the part played 
by Germany during the war in countries then occupied by her and the destruction 
caused by this war. A statement, for instance, according to which the contribution 
paid by British taxpayers to keep the British Zone going “ could be supported so long 
as it eliminated German competition ” is rather disturbing. However, it would be 
unfair in a review of this book, to concentrate on these points, as it is stated on more 
than one occasion that conditions for normal foreign trade did not exist in any of the 
three Zones at that time and that many attempts by the Allied Military Authorities to 
increase German exports were bound to fail. , . in 1946 the economic conditions for 
large-scale trade were wanting, however good the organisation might be. A workable 
market economy did not exist. Imports were drawn into a vacuum, exports were 
frustrated . . (p. 62). This indicates clearly Professor Erhard’s conviction that 

Germans themselves could not have done much to bring about economic recovery 
before the restoration of the value of their currency in June 1948 made normal trade 
transactions possible. The writers of this book also admit that without the generous 
dollar aid from the United States, Federal Germany would not have been able to achieve 
such rapid revival of her economy. (It is regrettable that chapter V on American Econo- 
mic Aid was not contained in the first edition of the original German text.) 

Interesting are the parts devoted to the Federal Republic’s economic future. The 
establishment of convertibility between the E.P.U. and the dollar area is regarded as being 
of major importance as this would enable Germany to finance her dollar deficit by means 
of her export surpluses with E.P.U. countries. Moreover, to increase exports, 
encouragement is given by an even more liberal import policy rather than by granting 
longer export credits, an idea which will no doubt find approval in many quarters. 

The book seems to prove that West Germany was right in pursuing a liberal import 
policy which helped to increase exports and was thereby of fundamental importance 
for Germany’s economic recovery. Credit is due in this connection to Professor Erhard’s 
expert advisers, the members of the Economic Advisory C.ommittec of the Federal 
Ministry of Fxonomics, the Head of which is the eminent German Economist Professor 
Dr. Erwin von Beckcrath. 

It is a pity that such a valuable and significant book should contain a number of 
statements which many people will consider prejudiced and nationalistic. It must be 
hoped that these blemishes will not discourage and irritate foreign readers to an extent 
preventing them from appreciating those parts which show clearly the determination of 
Professor Erhard and his colleagues to help the improvement of world economic conditions 
by adopting sound economic principles in Western Germany. 

London. S. H. FROWEIN. 
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100 Years Ago 

From The Bankers' Magazine of December, 1854 
THE GENERAL PROSPECTS OF THE WAR 

The events of the war during the past month, exciting as they arc, and gratifying to 
the national vanity, in so far as they prove that long years of peace have not, in any way, 
diminished the proverbial courage of the British race, scarcely afford ground for hoping 
that the victories which have been won will be attended with immediate results, in 
humbling the pride of the enemy, and compelling him to sue for peace. The accounts 
which have been received all tend to show that the Czar is, after successive defeats, really 
stronger at this moment in the Oimea (where, for all practical purposes, the war may be 
said to be at present confined) than he w^is in the early part of September, when the 
Allies had cffccicd their debarkation at Eupatoria, and certainly much more so than he 
was on the 20th of that month, when Menschikoff lost the battle of the Alma, and retreated 
upon Balchiscrai. 

. . . But the argument fails altogether, if tlic reports we have received arc to be 
relied upon ; for we arc therein told that, though the country is the enemy’s, the people 
generally arc most favourably disposed to the invaders ; that they readily furnish supplies 
of all kinds, and even evince a disposition to aid personally in the operations of the 
invading army. . . . 

At e\ cry point of his wide-spread dominions, the Czar appears to have availed 
himself with energy and skill of the delay granted to him by the Western powers, before 
they declared w’ar, in argumenling his strength, and preparing for the event. In the 
ports of the White Sea, and in the far-distant settlements of Kamschatka, we find that 
troops have been collected, and every precaution has been taken against attack ; and, 
accordingly, we have, in the news of last w eek, the announcement of the failure of an 
allied squadron in an attempt to destroy the two Russian frigates, the Aurora and the 
Dwma, that had taken refuge behind the batteries of the fortress of Petropaulovski, in 
the extreme north of the Pacific, though they succeeded in inflicting no inconsiderable 
loss upon the enemy. All this goes to prove that those who had flattered themselves with 
the idea that the war would be but the affair of a month or tw^o, will be egrcgiously 
mistaken. From everything we now sec to the contrary, it may be protracted for years . . . 

Meanwhile, it were insanity to close the eyes to the fact, that the existing aspect of 
affairs entails upon the country evils of a formidable character. In addition to the heavy 
drain upon our pockets, which is inseparable from a state of war, wc have to lament the 
still more serious loss arising from the depression of trade which the uncertainty in which 
we are involved necessarily occasions. Already, we sec speculation at a stand-still — 
ordinary and legitimate trade operations crippled — the bankrupt list increasing; and 
that there will be, ere long, a heavy drain of the precious metals for payment of the troops, 
as well as for the purchase of grain, may be prophesied with certainty. Ever>' man who 
looks at the matter calmly and rationally, unbiassed by excitement on the one hand, or 
needless alarm on the other, will feel that we have entered upon a period, be it longer, 
or be it shorter, of great anxiety, and very serious monetary and commercial difficulty 



LEADENHALL INVESTMENTS & FINANCE LIMITED 

Specialists in the financial problems of private companies 
and their incorporation with quoted public companies 

Issues and Placings 

Secretarial and Registration Service 


Directors 

Roy W J Overland 
Harold Cowen A Dickinson 

Secretary 
L G Fames 


3 St. Michael’s Alley Cornhill London ECS 


Telephone 

MANsion House 4648 


Telegrams and Cables 

Leadenco Stock London 


First in world-wkle banking 

An cxirrisix <• network ol 57 overseas r.ipkl, np- to- tl](*-rninui{! inlbrm- 
bianeli(’s and of rorrespondents in alion on loeal conditions and de- 
evei \' < (Jininercially important city velo])mc'nts. J’lie London ljranelie< 
ilnou^lioiit the irc*e world has made ol'd lie National (aty Hank are uni- 

J'lie National City J 3 ank of Nc‘w quely equij)ped to oiler advice on 

York hr St in world-wide trade with the dollar* an^a. 

hanking. Whatever your business 

Yhis L» i eat organization and wlierever your i in (‘rests, 

is stafled l.)y men experienc- ^•*^*‘>ual Clity Hank of 

ed in international trade New ^^)r k is able and happy 

and banking who can oiler to be of service. 

THE NATIONAL CITY BANK 
OF NEW YORK 

(ESTAHLISIIKO l8l2l 

Incorporalcd u ith limited liability under the National Hank Act of the U.S.A. 


I had Office: 55 WAf.e streei’, new york 

London OJlices — (Jitr : 117 01 n croai) street, E.c.a. West End: ii wateri.oo place, s.w.i 




525 


EDUCATIONAL SECTION 


Monthly Problem 

The following problem has been submitted by a barclays Bank reader in Crewe, * 
to whom our usual prize of one guinea has been sent. A further prize of one guinea will 
be awarded to the reader who submits the most satisfactory solution to reach the Editor, 
The Rankers'^ Magazine^ 85 & 86, London Wall, E.C.2, not later than December 9, 1954. 

“X, an established customer of Southtown Bank, pays into his private account a 
crossed cheque for £1,200 marked ‘ Not Negotiable ’ and drawm in his favour as executor 
of the late A.B.C. A photostatic copy of the grant of probate of the will of the late 
A.B.C. has been exhibited to the bank evidencing that X is the sole executor, but no copy 
of the will was attached. In response to enquiry raised by the cashier of Southtown 
Bank, X states that he is the sole beneficiary of the estate as well as sole executor, and the 
cheque is accordingly accepted for the credit of his private account without further 
enquiry. 

It later transpires that X is not the sole beneficiary and he has in fact misappro- 
priated the funds of the estate, whose real beneficiaries bring action against the bank to 
recover the amount of the cheque. Can they succeed and, if so, upon what grounds ? ” 


This problem proved popular to readers and a record number of 
replies were received by the Editor. The best answer came from the 
pen of a Midland Bank reader in London, who paid due attention to 
all the features set out below in our solution. 

Readers will recall that the problem read as follows : — 

“ Southtown Bank grants advances to X and Y on joint account secured by a life 
policy for £500 on the life of X and in his favour, and a life policy for £500 on the life of, 
and in favour of, Y. Each policy has been charged to the bank by the respective owner 
by separate legal mortgage. In addition, both X and Y have contracted to be jointly 
and severally responsible for their indebtedness on joint account. 

X dies when the joint account is overdrawn £400, whereupon Y iinmcdiately pays 
off the indebtedness to the bank and obtains the release of the life policy which is in his 
favour, 'fhe executors of X request the delivery to them of the policy on the life of and 
in favour of the deceased, but Y claims that he is entitled to collect this policy and instructs 
the bank not to release it to the executors. What is the legal position and what attitude 
would you advise Southdown Bank to adopt ? ” 

In the first place it must be emphasised that X and Y were severally liable for the 
indebtedness on the joint account, and Y, the survivor, is not therefore entitled to take 
over security deposited by the late Mr. X merely because he has liquidated the indebted- 
ness on the joint account. Upon the death of X, his assets and liabilities vest in his 
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personal representatives, who are fully entitled to the proceeds of the life policy and 
liable to X for any amount which can be proved to be due to him in respect of the original 
indebtedness on the joint account. 

From the practical standpoint, Southtown Bank cannot release the policy on the 
life of X to his executors until probate of the will in their favour has been produced to 
the bank as evidence of their right to give a valid discharge for the policy. On the other 
hand, the bank, as mortgagee, as a matter of courtesy might indicate its willingness to 
collect the proceeds of the policy on behalf of the executors, placing them to the credit 
of a suspense account until such time as probate has been obtained. The policy cannot 
be released to Y because he has no legal right to it and is unable to give the bank a valid 
discharge. The position should be explained to Y, suggesting that it is up to him to file 
with the executors any claim he may have against the estate of X in respect of the joint 
account indebtedness. Should Y be unreasonable in his attitude and persist in his right 
to the policy, it should be retained by the bank until directions can be obtained from the 
Court for its proper release. 


Banker and Customer 

Conditional Orders 

Nowadays a banker daily handles a large number of instruments which are drawn 
ostensibly in cheque form, but embody a form of receipt for completion by the payee. 
These may, or may not, be cheques according to whether payment is conditional upon 
the completion of the receipt, I.egally, everything depends upon w'hcther the 
instruction concerning the receipt is addressed to the paying banker or is merely expressed 
to be a request from the draw^er to the payee and not a condition of payment. In 
practice, there is little material difference because in any event the paying banker will 
not honour the order unless the receipt has been duly completed. On the other hand, 
the true nature of the document is of vital importance to both the paying and collecting 
banker if the need arises to seek statutory protection against conversion. Section 3 
of the Bills of Exchange Act requires a cheque to be an unconditional order in writing. 
Any document containing a condition attaching to the order to pay cannot be a cheque, 
and Sections 60, 80 and 82 of the Act will not therefore be available to the banker paying 
or collecting such an instrument. Some limited protection may be available elsewhere, 
but why should the banker accept the risks attendant upon handling conditional orders 
if customers can be prevailed upon to use cheques ? It follows that when a customer 
wishes to issue orders with a receipt form it is incumbent upon the banker to edit the 
wording of the instrument to ensure that it remains a cheque within the meaning of the 
Bills of Exchange Act. The problem can now be explored in detail from both the legal 
and practical standpoint. 

A valuable customer may decide, perhaps at the instigation of his auditors, to 
introduce a cheque form calling for the receipt of the payee. It is a convenient, speedy 
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and sure means of obtaining a receipt for payments made to creditors who may otherwise 
just collect the proceeds of the cheque and neglect to send a formal receipt direct to the 
payer for scrutiny by his auditors. The onus of obtaining the receipt is thus passed 
on to the banker, who also automatically shoulders the responsibility of filing these 
receipts and delivering them to the customer at periodic intervals for production to the 
auditors. Moreover, some payees may attach their own adhesive receipt forms . to 
the cheques, thereby complicating the problem of sorting in the bank clearings, and 
introducing the risk that they may be detached before presentation. Imrthcr trouble* 
is caused by the failure of the payee to stamp the receipt. For these practical reasons, 
plus the legal doubts discussed later, any extension of the system is now discouraged 
as far as possible, but it is already well established, particularly for customers such as 
local authorities and insurance companies who daily make a large number of payments 
to a variety of people, many of whom are private persons with no receipt books or forms. 

The following examples show how essential it is for the paying bank to approve 
the wording of such instruments before permitting a customer to introduce them. 

A form of cheque with a receipt on the face or back of it for completion by the payee 
drawn “ Pay ... or order . . . on the receipt being duly stamped, signed and dated ” 
is clearly a conditional order. The instruction concerning the completion of the receipt 
is addressed to the paying banker and payment is conditional upon the fulfilment of 
the instruction. The order is, therefore, not a cheque and the paying banker has no 
protection from Section 60 of the Bills of Exchange Act if the payee’s signature is 
forged. Moreover, the order is not negotiable [Bavins Junr. & Sims v. Lojidon & South 
Western Bank (1899) 81 L.'P. 855 — see laterj and may not even be looked upon as 
transferable. A customer should, therefore, be discouraged from issuing an order 
drawn in such terms. 

An alternative method which is just as effective from the practical standpoint and 
much more acceptable legally to the banker, is to omit any reference in the cheque 
itself to the receipt form printed on the back or face of it but to add the follow^ing w^ords 
beneath the receipt : — “ This receipt must he stamped^ sii^fied and dated, or “ The receipt 
at the back hereof must he signed, which signature will he accepted as an endorsement of the 
cheque. It w^as decided in Nathan v. Odgens Ltd. (1905) 93 L.T. 553, that such w^ords 
were a direction to the payee and not to the banker and that consequently the document 
was an unconditional order and a cheque wfithin the Bills of Exchange Act. This style 
should therefore be adopted wherever a customer insists upon introducing receipt forms, 
but the prudent banker wfill nevertheless obtain precise instructions as to whether 
the cheque is to be paid or not if it is presented bearing the endorsement of the payee 
but with the receipt unsigned. Usually an incomplete receipt is unacceptable and the 
paying banker is obliged to follow his customer’s wishes and return the order to the 
collecting banker for due completion of the receipt. In other w^ords, although the 
instrument is unconditional in its terms, payment is strictly subject to completion of 
the receipt. 

Another complication arises from the words “ this receipt will be accepted as an 
endorsement ” or “ this receipt must he signed. No further endorsement is requiredf^ 
because it is doubtful in law whether one signature can serve the dual purpose of a receipt 
and a valid endorsement. . In the opinion of the late Sir John Paget “ there is no legal 
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authority that endorsement can be effected by a signature which concurrently fulfils 
another end. The animus indorsandi can hardly be predicated in such case. The idea 
seems opposed to Section 32.” The point has yet to be decided in the Courts. 

The Position of the Paying Banker 

When called upon to pay such orders embodying receipts the banker is obviously 
in a delicate position. If the order is unconditional, the banker on whom the order is 
drawn will be protected against the consequences of a forged endorsement by Section 60 
of the Bills of Exchange Act providing payment is made in good faith and in the ordinary 
course of business, but doubt may arise as to whether the signature on the receipt can 
also be a valid endorsement. Pa^TOent of a cheque bearing an incomplete or irregular 
discharge would clearly not be payment in the ordinary course of business. If the order 
is conditional, it is quite outside the Bills of Exchange Act, but some relief may be 
found elsewhere. An uncrossed order with a receipt might be brought within the 
protection of Section 19 of the Stamp Act, 1953, which applies to “ any draft or order 
drawn upon a banker for a sum or money payable to order on demand but where 
payment is conditional upon completion of the receipt, it is doubtful whether the 
instrument is in fact payable on demand. A crossed order may likewise come within 
the protection of Section 17 of the Revenue Act, 1883, which provides that ‘‘ Sections 76 
to 82 both inclusive of the Bills of Exchange Act, 1882, and Section 25 of the Forgery 
Act, 1861, shall extend to any document issued by a customer of any banker, and 
intended to enable any person or body corporate to obtain payment from such banker 
of the sum mentioned in such document, and shall so extend in like manner as if the 
document were a cheque. Provided that nothing in this Act shall be deemed to render 
any such document a negotiable instrument^ These final words limit the protection 
because “ negotiable ” here is equivalent to “ transferable ” and payment of an order 
bearing evidence of transfer to a third party would vitiate the protection on the grounds 
of negligence. 

Practical Solution 

To overcome the difliculties outlined above, the banker should in practice obtain 
from the customer a clear mandate and indemnity to cover the payment of orders 
with receipts embodied therein. The mandate should state precisely that the orders 
are to be dishonoured unless the receipt has been completed by the payee and is 
properly stamped. Such instructions might even acknowledge that “ per pro ” signatures 
of personal payees may be accepted on the receipt. In the absence of these instructions, 
the use of special orders with receipts printed thereon implies an agreement with the 
bank that payment is subject to the signing of the receipt, but leaves the precise 
responsibility of the banker to the customer in doubt. Far better to obtain detailed 
instructions which, if they are accepted by the banker, have to be closely followed when 
paying or dishonouring such documents. The indemnity will provide that the bank 
is to have exactly the same protection and rights as though the documents came within 
the Bills of Exchemge Act and as though the signatures on the receipts were endorsements 
purporting to be made by the stated payees. It is now plain that the use of these orders 
with receipt forms has to be restricted to undoubted customers to enable the banker 
to rely upon the indemnity. 
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The Collecting Banker 

When collecting a conditional order for the account of a customer, the banker 
accepts the risk that there may be no statutory protection available if it transpires that 
the customer has no title to the proceeds. In the case of an uncrossed order with a 
receipt, there is no protection in any event, but a crossed conditional order may be 
within Section 17 of the Revenue Act, 1883 (quoted fully above), always providing it 
bears no evidence of transfer. In other words, this protection will be available only 
where the crossed order is collected ostensibly for the account of the named payee. 
The practical risk of conversion in such circumstances is obviously remote. Strictly, 
therefore, a banker should not collect a conditional order for an account other than that 
of the named payee unless the third party customer is of undoubted standing. If the 
crossed order with the receipt is unconditional. Section 82 of the Bills of Kxchange Act 
will be available. 

In Bavins Junr. & Softs v. London & South Western Bank (1899) 81 L.T. 655, 
the bank collected a stolen crossed instrument drawn on the Union Bank of London Ltd., 
as follows : “ Pay to J. Bavins Junr. and Sons the sum of sixty nine pounds seven shillings, 
provided the receipt form at the foot hereof is duly signed stamped and dated.” The 
receipt and the endorsement were forged by some unknown party and action was 
brought against the bank by the payees for damages for conversion. The bank pleaded 
that the document was a cheque and that it had collected the proceeds for a customer 
in good faith and without negligence within Section 82 of the Bills of Exchange Act 
1882, but it was held that, as payment was conditional upon completion of the receipt 
the document was not a cheque, and Section 82 did not apply. Upon appeal the bank 
sought refuge in Section 17 of the Revenue Act, 1883, but it was then found that it had 
been negligent in accepting an irregular endorsement and could not rely upon this 
statutory defence, which was otherwise available. 

The troublesome and most unsatisfactory nature from the banking standpoint of 
these documents which call for the completion of a receipt by the payee is thus clear. 
Their use should not be encouraged. 

Orders on the Treasurer of a Local Authority 

Brief mention can conveniently be made here of orders drawn by a local authority" 
on its treasurer, who may occasionally be the manager of the branch ot the bank where 
the account of the local authority is kept. This type of order is gradually disappearing, 
but there arc still some local authorities who appoint the manager of a bank to be their 
treasurer and issue orders addressed to the manager at the bank. It might be contended 
that such documents, being drawn on the treasurer and not on a bank, cannot be cheques 
within the scope of the Bills of Exchange Act, 1882. It this view is accepted, a banker 
collecting an order and the treasurer who pays it can have no statutory protection against 
the risks of conversion. The order is outside the provisions ot the Bills of Exchange 
Act and, as it is neither drawn on a banker nor issued by a customer of a banker. Section 19 
of the Stamp Act, 1853, and Section 17 of the Revenue Act, 1883, cannot be pra^'cd in 
aid. 

The question arose in Halifax Union v. Wheelwright (1875) I.. R. 10 Ex. 183, where 
Wheelwright, a bank manager, was treasurer to the guardians of the Halifax Union. 
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The regulations of the Union provided that orders for payments in excess of £5 were 
to be drawn by the guardians upon the treasurer of the Union. Actually, these orders 
had to be signed by the presiding chairman and two other guardians and countersigned 
by the clerk. An employee of the guardians fraudulently drew a number of orders in 
such fashion that it was possible for him to increase their amounts after they had been 
properly signed by the authorised officers. After signature, he increased the figures, 
forged the endorsements of the named payees, and obtained cash for them from the 
bank. The guardians sued the bank manager to recover the moneys so paid away, 
but it was decided that the payment of the excess in each case was due solely to the 
carelessness of the officers of the Union in signing orders prepared in such way for 
their signature. The question was raised as to whether the bank manager could claim 
the protection of the Bills of Exchange Act and the following extract from the judgment 
of Baron Clccsby is of interest : — 

“ Two arguments were addressed to us upon this part of the case. First, it was 
said that, taking that statute with several other statutes on the same subject, the word 
‘ bankers ’ was not to be restricted to persons regularly engaged in the business of banking 
but that any person who receives the money of another into his charge, and, according 
to the course of business between them, pays it out by having drafts drawn upon him 
payable to order, ought to be considered a banker within that enactment. We cannot 
accede to that argument. We think the legislature had reference to a particular class, 
viz., persons carrying on the business of bankers, and conferred upon them a great 
privilege. Such a privilege can only be claimed by the clearest language. A confidence 
might be well placed in the integrity and character of some persons, which would not 
belong to any person entrusted with money. 

“ The other ground taken deserves more consideration. It was contended that all 
the facts of the case taken together showed that the account of the guardians ought 
to be regarded as a banker’s account kept by them with the Halifax Bank, 'fhe manner 
in which the orders were drawm, not being drawn upon the bank but the Treasurer, 
who was manager of the bank, was relied upon, and no doubt with some reason, to 
show that there was not a banking account between the guardians and the bank. And 
if there was no other evidence on this part of the case, it would be conclusive. 

But it appears that the course of business was for money to be paid to the credit 
of the plaintiffs across the counter. It further appears that for some time the plaintiffs’ 
account was kept in a pass-book in the usual manner, and that afterwards it was kept 
in a treasurer’s book in the prescribed form. It seemj clear that, until the change, 
the bankers were the bankers of the plaintiffs ; and, though the statement is not so 
full as it might have been, the change was not for the purpose of altering the relation 
between the plaintiffs and the bank, but to comply with the rules as regards the treasurer. 
And this conclusion is fully warranted by the statement, from which it appears that 
unquestionably in point of fact the guardians had for their own benefit an account of 
some sort with the bank, and the money was by consent of both parties regarded as 
theirs, and the plaintiffs received considerable sums of money from the bank as interest 
for their money. It was, therefore, a banker’s account. 

“ But it was forcibly argued that, according to the poor-law regulations, this could 
not be. The guardians are to pay to the treasurer, and the treasurer ought to have 
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had his own account with the bankers. The answer to this seems to be that the 
guardians chose to make use of a manager as treasurer, and in that way have the benefit 
of an account at the bank. We must upon the question before us, deal with the facts 
as they are, not as they ought to have been. 

“ It follows that the plaintiffs having chosen to keep and have the benefit of a banker’s 
account, must lake it with its incidents, and one of those is, that the payment of a genuine 
cheque with a forged endorsement is a discharge. 

It may be said that, though the hankers arc discharged as against the plaintiffs, 
still the treasurer is not discharged, because he has bound himself to an account for 
what he receives. But the proper answer to this seems to be that there was in 
consequence of the manner in which the plaintiffs, who were the masters, cliose to have 
the account kept, no receipt except by the bankers, and the defendant could not help 
himself ; he can only, therefore, be regarded as receiving subject to the consequences 
of the manner of receiving. 

It may also further be said, that if the account must be regarded as the account 
of the treasurer with the bank, still it was an account kept by him with this bank by the 
order of the plaintill's, and they ought not, therefore, to make a claim which he could 
not have enforced against the bank. 

“ The case is one of difficulty, in consequence of the parties having departed from 
the proper course ; but we think the proper conclusion is, that as the only receipt by 
the defendant was the receipt by the bankers, under the circumstances stated in the 
case, he cannot be held liable when they, without any act or default on his part, are 
discharged.” 

'I'hus the C.ourt decided that in the particular circumstances of this case the Union 
had regarded the treasurer’s account as its own banking account, and the bank and its 
manager were therefore entitled to the protection of Section 19 of the Stamp Act, 1853. 
In other circumstances an order upon a personal treasurer may not be deemed to be 
within the Bills of F.xchange Act. Some support may, however, be found ibr the bank 
if a resolution is obtained from the local authority requiring the treasurer to keep his 
account at a stated bank. Incidentally, in Guardians of St. John Hampstead v. Barclays 
Bank Ltd. (1923) 39 T.L.R. 229, this type of order was assumed for the purpose of the 
Court to be a cheque within the Bills of lixchange Act, and no exception was taken to 
the fact that the order had been crossed. 

Whatever legal opinion may be to-day on these orders, the fact remains that they 
arc unnecessary and unsatisfactory additions to the large number of analogous 
instruments which circulate freely through banking channels. Moreover, these orders 
often include a form of receipt to be completed by the payee. If arrangements cannot 
be made for the local authority to open an account in its own name upon which the 
treasurer and or other appointed employee officers of the authority may draw proper 
cheques, every effort should be made to obtain a complete indemnity from the authority 
against the consequences of the payment of an order bearing a forged endorsement. 
It is not part of the duty of a bank manager to act as honorary treasurer to a local authority 
and thereby to accept all the onerous responsibilities of such office. Competition may 
demand that an old established system has to be supported for the time being, but 
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gradually the advantages of an account in the name of the authority, operated by its 
appointed employees, using cheques instead of orders of doubtful parentage, will be 
universally recognised. This panacea may soon be achieved. 

(Next month the problems peculiar to the collection and payment of dividend and 
interest warrants will be discussed, and reference made to the risks entailed in collecting 
the proceeds of postal orders and money orders.) 


The Lending Banker 

Balance Sheets 

{Continued) 

The Fi.oating Assets 

For our purpose, a floating asset has been defined as one which is acquired by any 
business in order that it may be converted into cash in the course of the normal trading 
cycle. In the case of a temporary trade advance, the bank debt will usually be repaid 
from the floating assets as they are turned over in the course of business. In the event 
of failure of the business, the floating assets will generally be easier to realise or collect 
than the fixed assets, but when cash is short they will perhaps be much reduced in total 
before the final collapse. The proceeds obtained from sales during the final trading 
period, or from forced realisations, will usually be used to meet pressing creditors. 
Their importance naturally varies according to the type of business under review, but 
they will normally command closer attention from the lending banker than the fixed 
assets. The chief points of interest and the principles involved in considering such 
assets are outlined below. 


CiENERAL Principles — S rocK 

The first floating asset is common to all balance sheets of trading customers and 
must be subject to many banking tests. How is it valued and what docs the item 
include ? It is not the auditors’ duty to take stock or to verify its value, and there is 
rarely any independent outside check of the item as it appears in the trading account 
and balance sheet. Whilst the auditor may perhaps advise upon the best method of 
valuation, he cannot be expected to make a physical check of any inventory. 
Stocktaking is a matter for the staff of the business who will therefore calculate its value 
according to a given formula. Some stocks are taken by specialists. For example, 
it needs consid*!rable experience to take stock in a hotel bar or public house. In the 
case of a limited company, the value of the stock will be certified by the directors and 
the figures accepted by the auditors. In the case of a partnership, or private trader, 
the partners or the proprietor will be responsible for the stock valuation for the balance 
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sheet. Thus the banker has to rely on the integrity and ability of the personal borrowers, 
or of the directors of a limited company, to reach a prudent and true valuation of stock 
in hand. The over- valuation of stock (and of work-in-progress — sec later) can seriously 
distort the trading picture by inflating profits or hiding losses, and dishonest or imprudent 
customers can keep a business in being for a time by deliberately writing-up the value 
of its stocks. On the other hand, the deliberate under- valuation of stock reduces 
profits and creates a hidden rcserv'c for the future. This practice may be adopted in 
good years in an attempt to limit a heavy tax liability arising from the real profits which 
were earned, but the banker naturally cannot make any allowance in his own calculations 
for any alleged under-valuation. All contentions that the stock is really worth much 
more than the balance sheet figure have, therefore, to be ignored, but the risk of over- 
valuation must not be forgotten, particularly in smaller concerns where a rough sight 
check of stock may be feasible. It follows that undue swings in the value of the stock 
from balance sheet to balance sheet call for enquiry. Normally, the banker is content 
to rely upon the integrity and experience of the customer to produce correct stock 
figures. An investigation by an independent expert acting for the bank is a very rare 
need. 

There is an old accounting adage which demands that provision should be made 
for all possible losses and realised profits only taken into account. To comply with 
this principle, stock is usually valued at cost or market price, whichever is the lower, 
'fhe only exceptions to this unwritten rule are stocks which undoubtedly increase in 
value with the passage of time, such as wine and certain types of timber. Thus any 
increase in the market value of stock is ignored and the price originally paid is the basis 
for the balance sheet valuation. On the other hand, if the market price has fallen since 
the date of purchase, then such depreciation in value has to be covered and the market 
price is the correct standard to adopt. In some types of business it may be difficult 
to follow this rule implicitly, but however onerous the task may appear to be to the 
proprietor, it is unwise to deviate far from it, and the prudent bank manager will rightly 
criticise any serious known shortcomings of a cTistomer in this respect. For c.xample, 
a retailer of innumerable lines may think it wasteful to maintain detailed records of the 
cost and market prices of all the goods in slock. Sometimes the current market price 
may be doubtful because the goods in question arc no longer available in the wholesale 
market. In such event, unless they have a real scarcity value, they may be difficult 
to sell and their value in the balance sheet should be heavily written down, if not 
wiped-olT entirely. In a well managed business, however, stock will normally appear 
in the balance sheet at cost price or market price, w'hichever is the lower, with full 
provision for unsaleable or out-of-date items. 

An omnibus stock item may include different categories of stock according to the 
nature of the business. Apart from perhaps packing materials (bags, wrapping-paper 
and twine), a retailer’s stock will consist entirely of finished goods ready for sale to the 
consumer, but the stock item in the balance sheet of a manufacturer will usually include 
raw materials, work-in-progress and finished goods. In some cases there may also 
be by-products available for sale in a restricted market. If the position so demands, 
the banker may call for details, breaking down the stock figure under these main headings 
because the potential forvxd sale market for each category will be quite different. 
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Initial Tests 

If stock can be bought and delivered without undue delays, a healthy business will 
carry only sufficient stock to meet normal trade demands. The first test, therefore, 
is to ensure that the stock-on-hand is not excessive for the usual business requirements 
of the customer. The rate of stock turnover varies according to the type of business, 
but the banker should know the general trading conditions applicable to every customer 
and be able to decide whether the stock position is reasonable. In the case of a retailer 
or wholesaler, there will be accepted speeds of turnover with each line of goods sold. 
A provision merchant or fruiterer obviously turns over perishable stocks at weekly 
intervals, whereas a furrier or silversmith expects to hold stocks for several months. 
With a manufacturer the average time taken to convert raw materials into finished 
goods will be known and the stock figure can be checked roughly in relation to this 
cyxle. A comparison of stock-on-hand wath total sales in the year shows roughly how 
much stock is held to meet a given period of standard sales. If it appears to be 
excessive, enquiries should be made. An unduly high stock figure may mean that the 
customer is stockpiling in the hope of a rise in price or in preparation for a large increase 
in demand. This may or may not be an acceptable policy having regard to his working 
capital resources. On the other hand, an excessive stock-on- hand may result from 
bad buying and the accumulation of stocks which cannot be sold, 'fhe time to query 
the position is before the advance is granted or renewed. In current conditions there 
can be little need for stockpiling, which was more prevalent and excusable when the 
source of supply was jeopardised by the war economy. Where desirable, the speed of 
stock turnover in a business can often be compared with that of another customer in 
the same line of business. The quicker the turnover, the less likelihood of an 
accumulation of unsaleable items. In all cases, of course, regard must be had to any 
seasonable factors alfecting the business. 'I'lic slock of a specialist (Christmas card 
manufacturer will clearly vary with the time of the year. 

The next prudent test is to verify that the stock is fully covered by insurance 
against fire, theft and other known risks. Such insutance must be sufficient to cover 
the peak slock figure, otherwise the usual average clause will mean loss to the customer 
in the event of a partial loss. If the stock or part of it is pledged to the bank as security 
or if it is caught by a floating charge created by a limited company borrower in favour 
of the bank, this insurance question is of greater importance. In any event, the main 
source of repayment in the ordinary course of business is from the sale of stock and the 
whole stream will dry up if uninsured or under-insured stock is lost in a serious fire. 
An experienced customer is hardly likely to be careless in matters of insurance, but 
smaller retailers and others absorbed in the problems of production may lose sight of 
the fact that prices have risen and they arc now often carrying stock in excess of the 
amount of their insurance cover. A prudent enquiry from the branch manager at an 
interview will not therefore be out of place. 

If these features appear to be reasonable for the business under review, the gone 
concern aspcci: next calls for a consideration of the possible market available in the 
event of a forced sale. I'liis can obviously vary to a marked extent according to the type 
of stock. 
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Raw Materials 

Raw materials will be included in the stock item of manufacturing and processing 
customers and in the balance sheets of brokers and suppliers dealing in such goods. 
They will normally be easier to sell than finished goods because they command a wider 
market. Some materials^ such as cotton or wool, can be sold by description throughout 
the world, and can thus be realised without appreciable loss. A small allowance .for 
possible market depreciation is therefore all that wil^ be necessary in estimating the 
break-up value. Other raw materials may have relatively little value until they arc 
processed into finished goods. In some cases the finished stock of one industry becomes 
the raw material of another industry in the trade process towards the finished goods 
marketed to the final consumer. For example, a cotton frock passes through several 
industries before it appears in the shop window of the retailer. The raw material is 
spun by one company and its product becomes the raw material for the weaver. It 
is then perhaps passed on as raw material for the dyer and finisher before it is sold to 
the merchant as his raw material for making-up into the finished frock. Clearly, the 
market for such raw material narrows as it passes to each stage. There will be in- 
numerable buyers for the raw cotton of standard description, but the demand for cloth 
of a particular colour and design must be much more limited. Again, a manufacturer 
may be dependent upon a steady flow of many dilferent raw materials which go into 
his final product in certain proportions. A delay or stoppage in the supply of any 
one oiThese components may hold up production, but from the other side of the picture 
the manufacturer may be a monopoly bu^^^er of one of these raw materials and his failure 
will make the slock of the producer of that material virtually unsaleable. Suppose 
X Ltd. produces special valves for Y Ltd., who manufacture a radar unit. The valves 
are finished goods in the balance sheet of X Ltd., but raw material components in the 
balance sheet of Y Lid. Should X Ltd. fail, ihe market for the sale of their stocks is 
restricted entirely to Y Ltd., who may for some reason have ceased production of that 
particular radar product. The valves are, therefore, unsaleable unless they have some 
scrap value. In other words, the banker must know the business of the customer, 
appreciate the nature of the raw materials, and assess the extent of the market available 
to absorb such stock should it be necessary to dispose of it under forced sale conditions. 
The narrower the market, the greater will be ihe depreciation of the balance sheet value 
of the raw materials. 


Finished Goods 

'Lhe same principles apply to finished goods, but the problem is usually more 
simple. The type of goods, their speed of turnover, and elasticity ot demand will soon 
enable the banker to estimate the market available in case of need. It is dangerous 
to draw general conclusions, but the failure of any seller ot linishcd goods will usually 
result from his inability to sell those goods in sutiicient quantities at reasonable profit. 
Such stock remaining on hand upon bankruptcy or liquidation cannot, theretorc, be 
expected to sell comfortably at anything approaching its balance sheet value. Moreover, 
in the running down period, stock is unlikely to be replaced as it is sold, the proceeds 
being diverted to meet perhaps wages or pressing creditors. A material reduction of 
the face value set out in the balance sheet will therefore be prudent. 
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Everything depends on the nature of the goods and the possible market for a quick 
sale. 'Fhe stock of a retail tobacconist, grocer or chemist will not require heavy 
depreciation in estimating its break-up value unless it is known to be cluttered up with 
luxury lines in doubtful demand. The stock of a store with rapid turnover and regular 
bargain sales can be valued comparatively higher than the stock of a retail draper with 
relatively slow turnover, and a pronounced tendency to accumulate unsaleable goods. 
The incidence of fashion or other possible changes in public taste must be borne in mind, 
particularly where the stock is in the luxury class. The policy of the customer in 
clearing out old-fashioned lines should be known, otherwise the stock may include 
items which have been in the business for years and are virtually unsaleable. If the 
banker is familiar with the customer’s business and bears in mind the low prices usually 
obtained for surplus stocks sold under the hammer to unwilling buyers, it will not be 
difficult to estimate the market and fix a pnident figure for the stock from the gone concern 
standpoint, after due allowance for the costs of the auction, etc. 

Work-in-Progress 

This item can be conveniently discussed under the heading of stock. When dealing 
with a manufacturing concern, it comprises the value of raw materials, plus labour 
expended thereon to bring them some way towards finished goods. The market for 
a forced sale is obviously narrow and work-in-progress may be unsaleable unless and 
until it can be completed. The length of the normal production cycle is, therefore, 
important. If raw materials are quickly turned into finished goods, a liquidator or trustee 
in bankruptcy may be prepared to complete the manufacture of all work-in-progress 
before stopping production, so that he can then sell the finished goods. On the other 
hand, if the manufacture and assembly stages occupy many months with correspondingly 
heavy labour costs, the machines may be stopped and the work-in-progress sold for 
what it will fetch. In such cases it is unlikely that compel iiivc producers will wish to 
buy half-finished goods and the available market may be limited to their scrap content. 
Care is therefore necessary to ensure that the amount of work-in-progress does not 
become unduly large in comparison with the other floating assets of the business. There 
may be a clog in the wheels of production or some bottleneck which is suspect to the 
lending banker. 

The item is of much greater importance in the balance sheet of a shipbuilder, 
building contractor and other types of large-scale constructors, whose main floating 
asset will be work in course requiring relatively large labour costs in relation to the 
raw materials employed. Moreover, this type of business is more prone to attempt 
too much in relation to its capital resources and the value of the work-in- progress will 
call for close analysis. The nature of the work will be known to the banker and the main 
contracts included therein should be considered. A break-down through failure before 
completion of a contract may entail heavy penalties. In any event, the contract will 
be of little worth unless and until it is completed, and a high price may have to be paid 
to competitive contractors to persuade them to complete it. Bad costing may mean 
that contracts in course are conducted at a loss, whilst the true position can remain 
hidden by over-valuation of the work done. The banker should, therefore, approach 
the item in a systematic manner. 
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The first need is to ascertain the main contracts included in the work-in-progress 
and to decide whether they are reasonable in relation to the experience and working 
capital resources of the customer. Is there already a danger that he is . attempting too 
much ? If so, a word of caution will not be out of place. Are the contracts subject 
to heavy penalties if they arc not completed within a stated time ? Arc they fixed 
price contracts, or are the risks of increased costs in labour and raw materials suitably 
covered over the contract period ? In the light of this information the banker can 
consider the prospects of successful completion of the contract by the customer and ^ 
appreciate what would happen if failure occurred before completion. 

Secondly, it is important to find out how the work-in-progress has been valued. 
The customer may receive regular progress payments for work done, 'fhese may be 
subject to certain retentions (deductions from the contract price for the work done) 
payable only after completion of the entire contract and the passage of a stated time 
for testing the efficacy of the work. As such retention moneys accumulate they 
naturally reduce the cash resources of the contractor, particularly where they include 
more than the profit earned on the contract. How, therefore, are these features revealed 
and work-in-progress valued in the balance sheet ? Amounts received on account by 
way of progress payments should be deducted from work-in-progress and retentions 
should be disclosed as an item apart from trade debtors, because they will not be collected 
unless the contract is completed to the satisfaction of the employer or purchaser. They 
are a special class of debtor. At what stage work-in-progress is transferred to trade 
debtors is also of importance, as any hasty removal to debtors at a figure including all 
profit may distort the true position. But a lengthy construction job with hcav>^ labour 
costs cannot always be carried to completion without some payment on account, d'he 
method of valuation of work-in-progress after deduction of all instalments received for 
work done to date is of vital importance. If the balance sheet figure includes all 
estimated profit on such work, without thought of any reserve for contingencies, there is 
the obvious risk of over-valuation, but some element of profit has to be included 
otherwise with long-term contracts spread o\cr several years the cTistomer would record 
large profits in the years when the contracts were finished and small profits or even 
losses in the years whilst they w’crc in course. Unless the completion dates of the 
contracts were evenly spread over the years, the profit record of the concern would be 
very spasmodic with consequent tax complications. Some clement of profit will 
therefore be included in the valuation of work-in-progress in the balance sheet of a large- 
scale contractor and must be taken into account by the banker in making an estimate 
of the gone concern value. 

Having decided whether the item is prudently valued by the customer in the 
balance sheet, and knowing the essential facts to enable it to appreciate wiiat penalties 
might be incurred and the difficulties which w'ould face a receiver, liquidator, or trustee 
in bankruptcy, who would perforce have to try to complete the contracts, the bank wall 
be able to estimate the value of the item. Clearly these tests arc of greater value from 
the going concern basis because they will reveal whether the potential borrower really 
justifies acceptance of the risk entailed in granting the required advance. 

(The remainder of the typical floating assets will be discussed next month.) 
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Obituary 

The Late Lord Colgrain 

The death last month of Lord Colgrain brings to an end a distinguished career which 
was closely connected with the City, and particularly with banking. The Right Hon. 
Colin Frederick Campbell, First Baron Colgrain of Everlands, Co. Kent, was born in 
1866, and was created a Baron in 1946. At the end of his life he had of necessity relin- 
quished many of his former responsibilities, but those who knew him recall his high 
ability and personal charm. His City connections were in a sense inherited, but were 
certainly developed by his own gifts. 

His career opened in the office of the old family business of Finlay, Campbell and Co. 
of which, after spending some years in India, he became a partner. In 1903, Finlay, 
Campbell amalgamated with Forbes, Forbes and Co., of Bombay, as Forbes, Forbes, 
Campbell and Co., of which Lord Colgrain subsequently had a long period as chairman. 
Another of the companies with which his family was connected was the London Assurance, 
to which he was elected a director in 1897 on the death of his father, who was governor 
at that time. Lord Colgrain himself became governor in 1914, and held that office for 
nearly twenty years. 

But it was as a leading banker that he achieved his greatest distinction. He joined 
the board of the National Provincial Bank over 51 years ago, becoming deputy chairman 
in 1929 and chairman four years later, and although giving up the chairmanship in 1946, 
he remained until his death a director of that institution. From 1938 until 1946 Lord 
(Colgrain was president of the British Bankers’ Association and chairman of the Committee 
of I.ondon Clearing Bankers. Apart from his responsibilities as chairman of one of the 
big clearing banks, he was thus the principal spokesman for the banks during the critical 
years of the second world war and the not less difficult period immediately after peace 
had been restored. This period, for example, covered the passing of the Bank of England 
under state control, and the establishment of new relationships between the Central 
Bank and the other institutions. At about this time. Lord Colgrain was also a member 
of the Consultative Council of the Chancellor of the Exchequer, an office then held first 
by Sir Kingsley Wood and then by Sir John Anderson. 

Apart from his connection with the National Provincial, Lord Colgrain was for many 
years on the boards of the Chartered Bank of India, Australia and China, and of Alexanders 
Discount Co., being chairman of the latter from 1916 until 1950. At the end of a long 
life, which witnessed vast social and economic changes, he is remembered in the City for 
great courtesy and helpfulness, as well as tact, negotiating ability and sound judgment. 
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Banking Appointments, etc. 

BarciwWs Bank Limited 

Field-Marshal The F.arl Alexander of Tunis has been appointed a Director of the Bank. 
Birmingham District L.II.O. Mr. II. ii. Wardlc, of Birmingham, to be l.ocal Director and District 

Manager. 

Head Ofiice, 

Inspection Department . Mr. J. Ii. D. Burgess to be an inspector. * 

Metropolitan Managers’ Mr. S. K. T. Williams to be a Metropolitan Manager. 

Ollice. 

'Frustce Department Mr. D. E. Wilde, of City Branch, to be Deputy 'rrustec Manager. 

Mr. R. A. Collett, of Chief Ollice, to be a Sub-Manager. 

Mr. B. G. Sharp, of Richmond, to be Alanagcr of Cjty Branch. 

Mr. D. R. Marsh, of C.hicf Office, to be Manager of Richmond 
Branch. 

("avendish Square Mr. R. G. Pattison, of Mount Street, to be Manager. 

Lcytonstone Road Air. C'. W. G. Purser, of xMilc Imd, to be Alanagcr. 

Muiiiit Street Mr. j. G, Alillcn, of 160, Piccadilly, to be Alanagcr. 

Sidcup Station Mr. I f. C. Taffs to be Manager. 

Bagshot .... Mr. R. K. Kemp, of Newbury, to be Manager. 

Barnsley, Queen Street, and Mr. J. A. Cartwright, of Intzalan Square, Shetheld, to be Alanager. 
Womb well. 

Billingshurst . . Mr. S. R. Sheath, of Charminster Road, Boumenumth, to be Alanagcr. 

Birmingliam, Ilandsworth. Air. C. K. Potter to be Manager. 

Brighton, Western Road . Air. C. E. ('lark, of Seaside, Eastbourne, to be Manager. 

Eastbourne, Seaside Mr. R. C, (toward, of Billingshurst, lo be Manager. 

Hatfield Aerodrome Mr. J. S. B. l^orsier to be Alanagcr. 

Heanor .... Mr. b'. Weaver to be Alanager. 

Ilcavilcy and Hazel Grove Air. 'T. E. Dunks, of Manchester L.H.O., to be Alanagcr. 

Norwich, St. Benedict’s Air. A. T. Lawrence, of Norwich, St. Stephen’s, to be Alanager. 

Reddish . Mr. R. A. Bury to be Alanagcr. 

Riistington .... Air. N. B. Reid, of Bogm>r Regis, u> be Alanager. 

Shanklin and Ventnor, Isle Air. S. E. White, of Rustingion, r<' be Alanager. 
of Wigiit. 

Stockport .... Mr. R, N. J. 'laylor, of Heavilcy and Hazel Grove Branches, to be 

Alanagcr. 

Stockport, lulgcley Air, j. Bullock, of Edgeley, Stockport, to be xManager. 

Laiigham Place Air. It. 11. Grillin to be Assistant Alanager. 

Piccadilly, 160 Mr. B. A. Dt)\vling, of Laiiglumi Place, tv) be Joint Assistant Alanagcr. 


Bowmakek Limited. — Sir Arthur xMtu'se, C.B.E., has been elected Chairman of the Board of 
Directors, and Air. W. B. Maylcs has also jt>incd the Board and is a full time Executive Director of 
the C^mipany. 


The Canadian Bank of (Commerce. — Mr. W. AlcLean has been elected a Director. 


Di.strtot Bank Li.mut.d 

Mr. Albert Dunn, a Joint General .Manager, is retiring on pension at the end i^f November 
after forty-eight years’ service. He will be succeeded by Air. luank Stott. 

Mr. J. H. Eirth to be an Assistant General Alanager, Air. W. E. Brown to he Chief Accountanl, 
and Air. W. li. English to be the Head Oflice Accountant. 

Newcastle-upon-Tyne Air. A. E. Pow'cll to be Manager. 

(36/38 Mosley Street). 

Gi-YN, xMii.ls and Co. — Mr. Maurice George Burnett and Air. John Newton Butterwiek to 
be Local Directors. 


Japiiet (S.) and Co. Ltd. — Air. xMauricc Jacobs has been appointed to the Board of S. Japhet 
and Co. 
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Lloyds Bank Limited 

Head Office : Chief Inspec- Mr. R. A. D. Barnard, of Hendon Central, N.W., to be an Inspector, 
tor’s Department. 

Information Department Mr. C. F. James, of Information Department, to be Manager. 

Staff College . Mr. J. G. C. T'oope to be Senior Instructor. 

Stationery Department . Mr. D. G. Rodwell, of Head Office, to be Sub-Manager. 

Training Centre . . Mr. W. E. Roach, of Staff College, to be Principal. 

District Office, Bristol . Air. R. H. Markham, of North End, Portsmouth, to be District 

Manager’s Assistant. 

District Office, Salisbury . Air. R. N. Jutsum, from Rye, to be District Alanager’s Assistant. 
Pall Mall, S.W. . Mr. J. B. Winter, of 125, Oxford Street, W., to be an Assistant 

Manager ; Air. P. S. Whitclaw, of Pall Mall, S.W., to be a 
Section Manager. 

Gloucester .... Mr. W. H. N. Mtdlens, of Trowbridge, to be Manager. 

Great Yarmouth Air. H. D. Jordan, of District Office, Bristol, to be Manager. 

Hendon Central, N.W. . Air. A. P. Tearc, of Old Bond Street, W., u. be Alanager. 

Hull Air. E. H. Marriott, of Exeter, to be Sub-Alanagcr. 

Liverpool (also Wallasey) . Mr. (". Price to be Manager. 

125, Oxford Street, W. Air. R. F'. Hale, of Head Office, to be Alanager. 

Paragon Street, Hull Mr. J. L. Aloorht>usc to be Manager. 

Roath, Cardiff . Air. J. W. S. (ffiard, of Swansea, to be Alanager. 

Stratford-on-Avon Mr. JI. H. Rutter, of Upton-on-Severn, to be Alanager. 

Swansea . . Air. J. S. Tranter, of the Inspection Staff, to be Sub-Manager. 

Swindon .... Air. J. A. B. Iloare, of Tiverton, to be Alanager. 

Trtiwbridge .... Air. W. J. Ingamclls, of District Office, Salisbury, to be Alanager. 
Westgate Road, Newcastle- Air. H. F. Smurthwaitc, of Stockton-on-Tees., to be Alanager. 
upon-T'y*^e. 

AIartins By\NK Limited 

Air. E. N. Norman-Butler to be l.ondon District General Manager while retaining his present 
status of Assistant General Manager. Mr. 1 .. G. Tunnah to be London Assistant l^istrict Alanager. 
Mr. F. C. Hardman to be London District Superintendent of Branches. 

Bootle Cl.ancashire), 211, Air. A. II. Clague, of Head Office, to be Manager. 

Stanley Road. 

Midland B.\nk I.i.mited 

London : East Sheen. . Mr. H. R. Russell, i)f (Trcenwich, to be .Manager. 

Ltindcui : Greenwich . . Air. j. R. Ooss to be Alanager. 

London : l.cadcnhall Street Air. R. O. Barker to be Assistant Alanager. 

London : Walham Green . Air. W. Goodwin, of East Sheen, to be Alanager. 

Coalville .... Air. H. McGuire, nf Ashby -de-la-Zouch, to he Manager. 

Hornsea .... Air. W. Bates, of Ncssgatc, Yi^rk, to be Alanager. 

I luddcrstield ; Cloth Hall Air. P. N. Goodwin, of Park Rt.)W, Leeds, to be Assistant Manager. 
Street. 

Old Colwyn Air. 1. L. W'ynnc to be Aianager. 

Wilmslow .... Air. T. L. Stewart, of 2, Bold Street branch, Liverpool, to be Aianager. 

The Naitonal Bank oe New Zealand Limited. — A ir. Arthur II. Ensor has been appointed 
Deputy Chairman of T'he National Bank of New Zealand I.td. 

National Provincial Bank Iamited 

Head Office .... Air. V. L. I:d\vards to be a Ctuitroller, Advance Department. 
Trustee Department . Mr. E. D. ('orkill to be Manager. 

Air. U. j. Burke, of Trustee Department, and Mr. S. J. Thomson, 
of Investment Section, Trustee Department, to be Joint Deputy 
Alanagers. 

Piccadilly Air. S. 1^'. Jackson to be Assistant Manager. 

Mr. F. II. Webber to be Manager’s Assistant. 

Shaftesbury Avenue Air. H. J. L. Withrington, of Piccadilly, to be Manager. 

South Norwood . Mr. J. R. Adams, of Beckenham, to be Manager. 

Bath Mr. li. A. Mcrrifield, of Hull, to be Manager. 

Beckenham .... Mr. J. Kelsey, of Tottenham f^ourt Road, to be Manager. 

St. James’s Street, Brighton Mr. R. H. Hill to be Manager. 

Cross Gates . . • Mr. P. W. Lucas, of Bradford District Bank Office, Bradford, to be 

Manager. 
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Cullompton 

Ely ... 

Fleetwood 

Gorleston-on-Sea 

Grays, Essex 

Hull 

Kenton 

Lichfield 
St. Helens, Lancs 
St. Leonards -on-Sca 
Southampton 
Stockton-on-T ees 

Wolverhampton . 
Great Yarmouth . 

To be Inspectors 
Branches. 


Mr. R. H. Cox to be Manager. 

Mr. H. R. Hall, of Sleaford, to be Manager. 

Mr. L. H. Meek, of Smithfield Market, Manchester, to be Manager. 

Mr. L. W. Freeman, of Winchester, to be Manager .- 

Mr. S. G. H. Spain, of Drayton, Portsmouth, to be Manager. 

Mr. J. L. Kinsley to be Assistant Manager. 

Mr. C. J. M. Stickland, attached Inspection Department, Head Office, 
to be Manager 

Mr. C. J. Pollard to be Manager. 

Mr. T. H. Taber, of Newcastle, Staffs, to be Manager. 

. Mr. M. F. Rule to be Managei. ^ 

Mr. J. E. Holifield to be Assistant Manager. 

Mr. W. M. TTuelove, of Advance Department, Head Office, to be 
Manager. 

Mr. O. L. Diment, of Stockton-on-Tees, to be Manager. 

Mr. J. S. Ling, of GorIcston-on-Sca, to be Manager, 
of Mr. F. I.. Race, of Croydon. 

Mr. G. H. Freeman, of Oxford Sticct. 

Mr. L. A. W'itherick, of Newport, Mon. 

Mr. R. J. Fox of Leicester. 


Hamilton Branch 


The Union Bank of Scotland Limited 
Mr. Martin Munro to be Manager. 


Head Office . 


Alsager . . , . 

Ashton-under-I^yne, Duk- 
iniicld and Stalybridge 
Bury St. Edmunds 
Canterbury 

Crewe 

East Cirinstcad 
Great Portland Street . 

I lathcrsage .... 
Haverhill .... 
Hindhead .... 
Manchester .... 

Northcotc Road . 

Netting Hill Gale 
Sandwich .... 
Soulhsca .... 
Streatham .... 
Taunton .... 
Uitoxeier 


Westminster Bank Limited 

Mr. S. A. Gregorys of Lombard Street, to be an Inspector of 
Branches. 

Mr. H, Heaps, of Crewe, to be an Inspector of Branches. 

Mr. J. E. Cairruihers, of Scarborough, to be Manager. 

Mr. J. F’. Clifford, of Alsager, to be Manager. 

Mr. W. E. E. Hebley, of Nt^rwich, to be Manager. 

Mr. H. W. G. R. Marriott, of East Grinstead, to be Manager. 

Mr. D. W. Caine to be Manager. 

Mr. A. P. F. Burton, of Haverhill, to be Manager. 

Mr. E. N. Webb, of lujston Road, to be Manager. 

Mr. J. E. Thorp, of Bakcwell, to be Manager. 

Mr. J. L. Palmer, of Southborough, t(^ be Manager. 

Mr. A. J. Ling, of T'adworth, to be Manager. 

Mr. J. II. Chidlaw, of Ashton- uiulcr-Lync, to be an Assistant 
Manager. 

Mr. C. S. Gooden, of Wimbledon, to be Manager. 

Mr. J. V. Dearsly, of Streatham, to be Manager. 

Mr. C. J. Knight, of Bournemouth, to be Manager. 

Mr. L. G, Westcombe, of Hindhead, to be Manager. 

Mr. G. J. Perfitt, of Northcotc Road, to be Alanager. 

Atr. H, H. Adamson to be Manager. 

Air. H. N. Robson, of Market Drayton, to be Manager. 


New Branches 


Austr.\lia and New Zealand Bank Limited. — At Eighth Street (temporary premises), Lucindale, 
South Australia (formerly an agency) ; and at The Kingsway (temporary premises), Carmgbah, 
Sydney, N.S.W. ^ ^ 

Bank of New South Wales. — ^At Millmerran, Quecnslami, and at Yclarbon, Queensland. 
District Bank I.imited. — ^At 36-38, Aiosley Street, Newcastle-upon-Tync, 1. 

L1.0YDS Bank Limited. — ^At Harold Flill, Essex (Sub to Romford ) ; and at Mount Charles, St. 
Austell (Sub to St. Austell). 

Martins Bank Limited. — At Alode Wheel Cattle Aiarket, Mode Wheel, Manchester, 17 ; and at 
Morpeth Auction Mart, Morpeth, Northumberland (under control of the Morpeth Manager) . 
National Provincial Bank I.imited. — ^At St. James’s Street, Brighton; at Cullompton; at 
Ely ; at Grays, Essex ; and at St. I.conards-on-Sea. 

Standard Bank of South Africa Limited. — ^A t Graskop and White River (formerly sub-branches) . 
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Monetary Review 

A I/FHOUGH by no means plentiful, credit was slightly easier during the first 
half ot last month, after a period of stringency at the end of October and the 
beginning of November — ^particularly when the incidence of the August bank 
holiday left the discount market short of maturing bills. The amount of assistance 
required by the market by way of special purchases of bills was relatively small, the 
market going several days at one time without any assistance at all. In the latter part 
of November, however, conditions w’crc much less comfortable. 

The unconverted balance of £122 million of the TJ per cent. Serial Funding stock, 
1954, w'as duly paid off on November 15. It had been believed that about half of this 
total had already been acquired by olheial quarters, but this may have been an under- 
estimate. In any event, the funds released by the repayment of the remainder of the 
outstanding stock failed to increase market resources to any extent, and after a few 
days the discount market had to borrow a small amount at the Bank of England. 
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Bill rates declined fractionally at the end of October, following the lower average 
rate at which Treasury bills were allotted on October 29. Following the Bank borrowing, 
rates were raised again and were actually higher on the month. Fhe banks also raised 
the rates at which they were prepared to take bills from the market. 

The lYeasury continued to raise additional funds through ihe bill tenders, although 
the weekly excess of new bills over maturities was not large as a ruie. Applications 
at the last tender of October reached £439,165,000, a new high record slightly exceeding 
the previous peak, touched six months earlier. In anticipation of keener competition 
at this tender, the discount houses raised their tender price by h/, £99. 12.v. Id. per 

cent., but reduced it to £99. ILv. lOJ. on November 19, when money had become much 
more difficult. 

In the foreign exchange market, sterling improved against ilie dollar early in Novem- 
ber, the New York rate recovering to its parity of 2-80, which led to the suggestion that 
the seasonal demand for dollars on commercial account had at last slackened. 1 he rate, 
however, subsequently fluctuated a good deal within narrow limits, tailing at one to 
2-79. Montreal followed a similar course between 2-71 and 2-70.;., and forward rates 
on both centres moved fractionally in favour of the dollar. 

Among other exchanges, a notable movement was a rise in the value of the Danish 
krone, the CY)pcnhagen rate dropping from nearly 19-45 to under 19 43.1, while the 
forward rate indicated an even greater improvement in Danish currency. These 

3S* 
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movements denote an improvement in Denmark’s balance of payments for the time 
being rather than the full effect of the longer-term measures recently taken by the Danish 
Government to strengthen the country’s overseas payments position. 
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The Bank of Hngland returns from the beginning of No\ ember began to reflect the 
seasonal outllow of' notes before ( .hrisimas, the active note circulation rising by about 
£Vj million in llirce weeks. By November 17, the banking department reserve had been 
reduced to £29 million, which indicates liie probability, in view of the continued efflux 
of notes now in prospect, of an early increase in the lidiiciary note issue. The returns 
also appear to reiicct the less stringent conditions in Lombard Street early in November, 
bankers’ balances for the lirst two returns o!' the month having been over £2.9'5 million. 

With the return to work at tiie docks at the beginning of November stock markets 
were relieved ol one inlluence which might have kei^T them in check. Business was 
active, but prices as a whole moved rather uncertainly, one restraining inlluence being 
the large new issues which made their appearance during the month. The gilt-edged 
market continued to improve, helped by the encoiu aging gold and dollar figures for 
October. 

Industrial e(jLiirics showed hesitancy at one lime, jnd were evidcjilly under the 
influence of a good deal of speculation. Although company dividends and reports as 
a rule left little ti) be desiied, realisations by short-term operators produced something 
approaching weakness during the first half of the month, and the same inlluence appeared 
in the leading oil shares, in spite of the large capitalisation issue announced by the 
Anglo-Iranian Company following the settlement of the Persian oil dispute. Although 
some suppoit v.i;s fcrthcoming in the more spcculaLix e markets, I.ondon security prices 
as a whole presented a contrast to the unexpected strength of the New York market 
which developed after the Democratic victory in the mid-term elections. 

'Lhc new issues offered to the public last month were large and diversified, including 
quasi-gilt-edged securities, various prior charges, and equities. An issue was announced 
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at the end of October of £10 million New Zealand 3.1 per cent, stock, 198 1-84 at 98, 
while the first week of November witnessed an offer of £25 million North of Scotland 
Hydro-Electric Board 3^ per cent. 1977-80 at par, followed shortly afterwards by 
£5 million of Bristol 3.1 per cent, stock, 1970-74 at 99L Each of these issues was more 
or less heavily oversubscribed, and premiums were established on the new stocks when 
Stock Exchange dealings commenced. 

Other successful operations included the ofTe.r loi sale i f 3 million Standard Motdr 
5.1 per cent, cumulative £1 preference shares at 2lV. 6:/. and the issue of* £2 million 
British Assets Trust 4 per cent, debenture stock at par. The month’s outstanding equity 
issue was 15 million Dorman Long £l ordinary shares at 22.v*. bd. d'his issue, which 
was announced surprisingly soon after the John Summers issue, attracted subscriptions 
totalling some 75 millioii shares. It wa*- the ffth public olfer made in the course of steel 
denationalisjitiim, the progress of which is ■di^cu^^cd in a separate note on page 489. 


‘‘NE'L” DEPOSriS AT NEW HKiH RECORD 
Published bank deposits, as rccor lcd in the combined return of the eleven l.ondon 
clearing banks, rose sharply in October, and net deposits reached a new peak, d'he 
rise in gross deposits was £70 6 million, while the increase of £74*5 million in net deposits 
raised the total to £6,374-7 million, which is considerably above the previous high point 
of £6,307-2 million last December. As indicated by Lloyds Bank index of net deposits, 
which increased only by 0-1 to 11 01, the e:<pan-.ii>r' of deposit totals was largely seasonal. 
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0,307 .? 

6.. i 9 

8 1 

•:0ti- 7 

1,)7s-2 

79-0 

■> ■> 

1. 706-8 

November, 195^ 

6,41S(. 

6,19 3 

520 3 

8 1 

169 2 

1,299 6 

51 S 

2,245-1 

1,676 0 

October, 1953 . 

. 6, 57 3 3 

0,1 55-6 

■'.18-4 

y i 

•175-1 

1,286-7 

53-j 

2.2 38-1 

1,654-0 

September, 1953 

6,319-6 

6,095 1 

515-0 

S-2 

475-5 

1.322-0 

53 8 

i 36 9 

1,662-^ 


Movements among the banks’ assets suggest that the main fade:- in the expansion 
of deposits was Government borrowing. Llie aggregate liolding of Lreasury bills 
increased by £30-9 million and call money by £19-6 million, hiie the rise in advances 
was no more than £8-3 million. 'Lhis last movement, howc' cr, occurred in spiie of the 
fact that a £30-million call on the recent British Elect iicity x\uthority loan fell due 
during the period covered by the statement. If any considerable proportion of this sum 
was used to repay bank loans, as is highly probable, the rise in advances to other borrowers 
would be that much larger than is indicated by the figures. 
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Stock Exchange Values 


T he course of security values during the past month has again made a mixed 
showing, with high-class investment stocks moving almost continually in favour 
of holders, while industrials have been erratic. British funds have been helped 
by the further evidence of improvement in the economy and the ending of the dockers’ 
strike, and have received a good deal of support in spite of the large sums absorbed by 
new issues of first-class securities. Many other fixed-interest stocks have moved up 
in sympathy with the gilt-edged market. The industrial equity share market has 
presented a different picture, prices being irregular at the end of October, and rather 
uncertain at times in the first half of last month. No doubt competition of new capital 
issues has had its effect on this market, but realisations by short-term speculators are 
said to have been largely responsible for the frequent spells of hesitancy. Among 
foreign bonds, Japanese have advanced further under the influence of signs of improve- 
ment in Japan’s economic outlook. Rubber and tea shares have responded to higher 
prices for their respective commodities, and the sharp advance on Wall Street has brought 
an improvement in American railway values. 

Aggregate value of 365 representative securities on October 15, 1954 . . >^6, 966, 189,000 

' „ „ „ 365 „ „ „ November 15, 1954 . 01 6,473,000 


Increase . /,'50,284,000 

OUR INDEX NUMBER 

Below will be found the movements in the index number of the security values of 
our list of 365 representative stocks from the year 1929 down to the present time. Limita- 
tions of space have made it necessary to omit each month our lengthy list of variations 
in the fixed and variable dividend securities over a period of years, but once a year 
(in the January issue) we give the complete list of the index numbers of those stocks. 
The total index number for November, was 126*3, as compared with 125*4 for the previous 
month, 'rhe index number of the fixed interest group now stands at 119*7, as compared 
with 119*4 for tlic previous montli, and in the variable, dividend list the index number 
is 140*2, compared with 138*1 for the previous month. 


Security Vai.uhs Index Numurr 


Year 

Jan. 

Feb. 

March 

April 

127-3 

(♦December, 1921 
May June 

= 100) 
July 

Aur. 

Sept. 

i2l3 

Oct. 

Nov. 

Dcv . 

1929 . 

129 6 

128-1 

127-3 

125 6 

125 4 

126-5 

127 0 

126 1 

120 9 

121 0 

1930 . 

121 7 

121-8 

123 3 

124 2 

121 9 

1190 

120 3 

118 1 

119 3 

117 6 

116 8 

114 4 

1931 

114 9 

112 6 

114 1 

111 9 

108 0 

108 6 

109 3 

104 3 

99 0 

103-1 

103 1 

98 5 

1932 . 

110 9 

101 7 

105 5 

102-1 

101 8 

100 6 

105 5 

108 4 

111 4 

112 5 

109 6 

109 4 

1933 

no 2 

111 1 

111 2 

112-4 

1125 

1143 

115 9 

117 6 

118-7 

118 4 

117 6 

117 6 

1934 . 

1204 

121 5 

122-9 

123-8 

122 6 

121-8 

122-5 

.22-3 

122-8 

123 6 

126 9 

126 5 

1935 . 

128 5 

125 8 

123-7 

124-9 

125 8 

125-5 

126-4 

125 8 

120 6 

121-3 

125 5 

126 4 

1936 . 

1281 

129 6 

128 6 

130-2 

129 1 

128 8 

129 4 

131 0 

131-7 

133 9 

133 8 

133 1 

1937 . 

132 6 

129 7 

128 4 

128 2 

1273 

125 6 

125-1 

125 0 

1230 

121 6 

121 0 

121 2 

1938 . 

121 6 

120 7 

115 9 

119 2 

1170 

116 3 

118 9 

117-7 

113-8 

114-2 

114 4 

112 4 

1939 . 

112 0 

111 7 

110 0 

107-1 

1100 

109 8 

108 8 

1074 

103 3 

106 3 

108 7 

108 7 

1940 . 

112 2 

114 3 

114 6 

114 1 

110 4 

104-6 

106 0 

107-8 

108-2 

110 0 

111 3 

112 0 

1941 

113 6 

112 8 

112 9 

112 4 

113 3 

1135 

115 6 

116 0 

1175 

117 1 

117 8 

117 1 

1942 . 

118 5 

117 0 

1170 

117-3 

117-2 

1175 

118-1 

118-2 

119-0 

1204 

129 0 

1206 

1943 . 

122 7 

122-5 

122-7 

123 3 

122 3 

122-1 

123-3 

123 0 

123-1 

123 4 

122 6 

122-7 

1944 

123 3 

123 8 

123 6 

123 5 

123 8 

1245 

125 0 

125 1 

124 6 

124-9 

125-3 

125-5 

1945 

126 1 

126 1 

126-3 

127-1 

126-6 

126 4 

127-1 

126-1 

126 3 

127-0 

127-2 

126 8 

1946 

128 3 

128 9 

128 3 

130-1 

131-7 

132 1 

132-2 

131 4 

1304 

130 0 

132 1 

133 2 

1947 

133 8 

132-3 

132-2 

131 3 

132-0 

131-3 

131-0 

125-2 

121-7 

125 0 

125 6 

127 9 

1948 

128 8 

127 6 

126 8 

127 5 

128-2 

1280 

126-9 

127 0 

127 1 

127 3 

127 6 

127 5 

1949 

1280 

:28-l 

126-7 

1266 

126 5 

124-1 

122-1 

1198 

119 9 

120 3 

117-7 

119 8 

1950 

1191 

1190 

118-8 

1195 

119-7 

121-4 

119 9 

120 0 

122-3 

123-8 

1240 

122 2 

1951 

123 6 

123 6 

122-8 

122 4 

1230 

122-3 

121-1 

1205 

1208 

121-3 

119 7 

115 9 

1952 

115 4 

1147 

111-6 

112 9 

113-1 

1102 

1103 

110 7 

113-7 

112-6 

112 0 

113 0 

1053 

113-5 

113 9 

114 9 

115-1 

114 6 

115 2 

114-9 

115 6 

115-7 

116*9 

118-1 

117*5 

1954 . 

117*8 

118*9 

119-2 

120*7 

121*5 

120*9 

123*3 

1248 

124*5 

125*4 

1263 



*' Date wiien Securities revised. 


December, 1954 
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Table — Showing Values op Securitifs and their aggrroatb Variation 
DURING the past MoNTH 

[ooo’s omitted] 


Nominal 
Amount (I’ar 
Value) 

Department, 

coniauiing 

Market Values 

Oct. 15, 1954 Nov'. 15, 1954 

Change on ! 
the Aionth 

Increase 

or 

Decrease 

Per Cent. 

3,566,600 1 

10 British and Imiian I'unds 

5,401,146 

L 

3,410,632 


£ 

9,486 

t 

» 

0 3 

58,950 1 

9 Corporation (U.K.) Stocks 

51,813 1 

51,850 


37 


01 

83,550 i 

8 ('olonial Government Stocks 

78,057 1 

78,393 

-1- 

356 

i 

0-5 

22,300 

8 C'orporation Stocks (C'olonial) . 

19,931 ' 

20,036 

-}- 

105 

i 

0 5 

21,050 

7 Do. do. (L'oreign) 

18,638 

19,049 


411 

-- 

2 2 

598,230 . 

26 Foreign Ciovcrnmcnt Stocks 

216,174 

217,502 

1 

1,328 

-1 

0 6 

254,655 

6 Britisli Railway Debenture Stks. 

t301,278 

*301,278 





310,765 

6 Do. do. Preference Stks. 

*247,161 i 

*247,161 





132,000 

7 United States Bonds (Gtdd) f . 

*141,662 

*141,662 





5,048,100 

87 Fixed Interest Slocks . 

4,475,840 ' 

4,487,563 


11,723 

4' 

0 3 

315,325 

13 British Railway Ordinary Stocks 

*72,406 

*72,406 



, 


18,900 i 

5 Indian Railway Stocks 

26,614 

26,614 





88,350 

5 C'olonial Railways 

122,368 

124,704 


2,336 


L9 

474,000 

1 1 United States Railway Shares . 

301,962 

312,483 

F 

10,521 

4 - 

3 5 

141,200 

20 Foreign Railways 

27,760 

27,820 


60 


0-2 

59,685 

13 British Bank Shares 

213,765 

217.959 

T 

4,194 

■ i 

2-0 

43,000 

18 C'olonial and Foreign Bank Shs. 

73,534 i 

74,137 

-F 

553 

4 

0 8 

18,121 

10 Brcw'cry Stocks .... 

67,682 

68,890 


1.208 


18 

17,750 

7 Canals and Docks 

2 3,344 

23,352 


8 

i 

0 0 

146,916 

38 Commercial and Industrial Shs. 

618,655 

625,659 

i- 

7,004 

-F 

M 

9,537 

8 Hlectric Lighting and Power 

*21,592 

‘4:21,592 





15,100 

9 Financial, Land and Investment 
Shares 

1,228 

32,149 


921 


30 

30,680 

7 Gas Stocks 

*27,895 

4:27,895 





9,343 ! 

17 Insurance Shares 

248.989 

252.760 

-F 

3,771 

1 

1-5 

58,294 

14 Iron, Coal and Steel Shares 

107,095 

101,140 

— 

2.655 

— 

2-5 

3,100 ( 

5 Nitrate Shares .... 

6o8 

723 


55 

-f 

83 

42,649 

10 Oil Shares 

208,937 

216,789 


7,852 

I 

3-8 

5,402 

9 Rubber Shares .... 

2,346 

2,457 


111 

+ 

4-8 

17,456 

5 Shipping Shares .... 

30,859 

31,083 

•1 

224 


0-7 

1,890 

6 Tea Shares 

5,944 

6,027 

; 

83 

-F 

14 

20,808 

9 Telegraphs and Telephones 

57,161 

56,900 


264 


0 5 

27,716 

7 Tramways and Omnibus . 

44,793 

44.621 

- 

172 

— 

04 

29,517 

19 South African Mines . 

95,126 

93,884 

- 

1,242 

— 

1*3 

28,735 

6 Copper Mining Shares 

48,732 

52,450 

1- 

3,718 

r 

08 

11,859 

7 Miscellaneous Mining Shares . 

10,841 

11,116 

i- 

275 

f- 

2-5 

1 . 635,333 

278 Variable l^ividcnd Securities 

, 2 , 490,349 

..1 

2,528,910 

-i- 

38,561 

-i 

1-5 

6 , 683,433 

365 Grand totals . 

1 

! 6 , 966,189 

7 , 016,473 


50.284 


0.7 


t Oeiicnation of gold bonds retained though title apparently unwarranted, 
t Entered at veecinRipriccs. 
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BANKERS’ 2VIAGAZ1NE SHARE LIST 


BANKS 


Last 

'I'otal 

Total 


(JHiotarions 

Quotation 

Dividend . 

for 

for 

NAME 

Oit. 15, 

Nov. 15 

Actual 

Year 

Previous 


1954 

1954 

1/6 


Year 

5/ 

Alexanders Discount Co. Ltd . 


60/ 

1 . 2-i 

2, 4* 

2/4)1 

Do. do. 6% Cum. Pref. (/;2) 

47/6 

47/6 



2/ 

Australia and New Zealand Bank (£2, with ^1 paid) 

38/6 

38/6 

lit 


l/9^t 

Bank of Atlelaide Stock 

32/6 

32/6xd 

2 .1* 


8 

Bank of British West Africa Ltd. (£10, with /;4 paid) . . 

8J 

10 

-C6 


£15 

Bunk of Ireland Stock 


— 

2/ 

— 

6/ 

Bank of London & S. America Ltd. Stock 

5* 

5; 

50 cents 


$1 40 

Bank of Montreal (London /^e^tsrsr) ($10) 

£15i 

£l6,xd 

9 ^ 

lo / *• 

34.'t 

Bank of New South Waici (London Register) <120) 

3U 

3Ilxd 

40 cents 


fl 80 

Bank of Nova Scotia (London Regisur) ( $10) 

£18/ 

£10 

1,4' 


2/7 i 

Bank of Scotland (Ciovernor & Co. of) .Stock 

70- 

73 ' 

V.V. 

- 

1/7* 

Barclays Bank D.C.O., Ord. Stock 

44 6 

4// 

1/ 



Barclays Bank I.td., Ord. Stock . . 

49/6 

40/ 

9 'J. 

— 

i/i; 

British Bank of the Middle Bast . . 

32/ 

35/6.va 

90 cents 

— 

11-20 

Canadian Bank of Commerce (f.ondon Rrgtster) ($10/ . 

£15!. 

£161 

1'6 

— 

2/9-: 

Chartered Bank of India, Australia & China, Stock 

•48/ 

45/6 

6d.t 

2t 

5 7bd 

1/ 

It 

4* 

1/^ 

4t 

11 -52//. 

2/ 

Commercial Bank of Australia Ltd. Ordinary (London Rrgtster) 

(10/) 

Commercial Bank of Australia l.td. 4% Prei. (London Register) 

(£10) 

Commercial Bank of Scotland Ltd , ** A Shares (£1, with 6/ 

ptid) 

Commercial Bank of Scotland Ltd., ** B ” Shares (LI) 

17/ 

6i 

27/ 

45/ 

96/ 

16/6 

61 

29/ 

45/6 

2/ 

— 

4/ 

District Bank Ltd., " A ** Shares (£5, with £1 paid) 

Do. do. “ B ” Shares (£1) 

99/ 

1/ 

— 

2/ 

46/ 

46/ 

2/ 

— 

4/ 

Do. do. “ C Shares (£1) 

97/0 

100/ 

3/ 

-- 

8/ 

Eastern Bank Ltd. (£10, with £5 paid) 

9;! 

9.) 

5/ 

7/ 

7/6 

Envliah, .Scottish & Australian Hank Ltd. (£5, willi £3 paid) . . 

6i\ii 

6^ 

2/6 

— 

8/9 

Hambros Bank Ltd. (£10, with £2* paid) 

Do. do. ‘^A ” Shares (£T) 

81 

8,-xd 


— 

l'2iJ 

2.) 6 

23/6xd 

12 

— 

£5 

Hongkong & Shanghai Banking Corp. (London RtgisUr) ($125) 

£10) 

£102 

4 / 

4/ 

4/ 

Ionian Bank l .td. (£5) 

77/6 

77/6 

1/4*. 

— 

2/9.; 

Lloyds Bank Ltd., '* A ** Shares (£5, with £1 paid) 

66/6 ' 

70/ 

6d. 


1/ 

Do. do. " B '' Stock (£1) 

25/6 

25/ 

4/4* 


8/9 

Martins Bunk Ltd. (£20, with £2J paid/. . 

10; 

10. 

89/ 

1/9 


3/6 

Do. do. (£1) 

87/6 

.... 


Mercantile Bank of India Ltd., *' A'* Shares (£5, with £21 pd.) 

5 

5 

— 

— 

. — 

Do. do. do. “B” .Shares ^£5, with £21 pd.) 

5 

5 

— 


— , 

Do. do. do. *'C” Shares 

40/ 

40' 

4/ 


8/ 

Aiidland Bank l.td. (£12, with £21 paid) 

lOi 

101 

4/ 

— 

8/ 

Do. do. (£21) 

lOi 

10'. 

l/7k 

— 

3/2i 

Do. do. (£l) . . 

83- 

87/ 

1/ 

— 

2/2.: 

National Bank l.td. (£5, wah £1 paid) 

National Bank of Exypt (Bearer) (£lvl0).. . 

4U 

40/ 

40psis 

— 

200psta 

251 

25/6 

241 

md 

— 

40/ 

National Bank of India Ltd. (£1, with 12/6 paid) 

25 ' 

3/6 

5/ 

4/ 

National Bank of New Zraland l.td. (£71, with £21 paid; 

5ft 

5 ; 

1/ 


2/ 

National Discount Co. Ltd , " A ” Stock 

42/ 

42/ 

1/ 

— 

2/ 

Do. do. “ B ” Stock 

50/ 

59/6 

50/ 

1/2 28 

— 

2/4-56 

National Provincial Bank Ltd., “ A ” Shares (£5, with 14/ paid) 

60/6 

1/8-: 


3/4;! 

Do. do. do. “ B .Shares (£5, witli £1 paid) 

81/6 

86/ 

82/6 

1/8'! 


3/4! 

Do. do. do. Shares (£1) 

85/6 

8/ 

8/ 

8/ 

Ottoman Bank (Bearer) (£20, with £10 paid) 

9 

81 

47' cents 

.'^1.47' 

11-40 

Koyal Bank of Canada ($10) 

£17 

£17.. xa 

1/9.-: 


3 -7.* 

Royal Bank of Scotland, Stock 

70 0 

72/0 

1/3 

2 3 

2/3 

Standard Bank of South Africa Ltd. (£2, with £1 paid) 

42-6 

41 'o 

1/ 

_ 

2/ 

Union Discount Co. of I.ondoii, Ltd., Stoc a 

55' 

55/ 

2/ 

... 

3/7* 

Westminster Bank Ltd. (£4, with £1 paid) 

97/ 

97/ 

1/3 

— 

2/6 

Do. do. Stock 

60 '6 i 

60/0 


*Bank-Imur«ncc Units 
♦Bank-Units . . 

♦Scottish Bank I. & I. T. Units (Scotbirs) 
♦Invcstmcnt-Tnist-Units 

♦ Theae prices include stamp duty and commission, 
t Free of Income Tax. 
t Australian currency. 

It None on offer, 
xd. — Ex Dividend. 


28/2Sxd ' 28/Hi 

28/1 28/6*. 
37/9 39,6 

38/7* 39 


December, 1954 
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BANKERS’ MAGAZINE SHARE LIST 


INSURANCE 


Last 

Total 

'Lota I 


Quotations' Quotations 

Dividend 

for 


NAME 

l)ct. 15, 

; Nov. 15, 

Actual 

Year 

! 

Year 


1954 

• 1954 

1 

14/ 

24/ 

22/ 

Alliance Assurance Co. Idd. (jC 20, with paid) 

35 

: 38 

14/ 

24/ 

22/ 

Do. do. New Shales (/.i) 

37 

i 39 

l/h 


15/ 

Allas Assurance Co. Ltd. (£1, with 10/ paid) 

4,'. 

4 {f. 

1/7U 

— 

7/61- 

Brit:innic Assurance Co. Ltd., Ord. Stock 

61 

bi 

2i 

5 

5 

Do. do. 5"o tax-free. Cum. Pret. Stock 

3 3/ 

33/ 

2/6 

5/ 

4/6 

Caledonian Insurance Co. (£lt with 10/ paid) . . 

7 

7^ 

1/4 

— 

11/6 

Coiiimercial Union Assurance Co. Ltd., Stock . . 

85/ 

80/ } 

3 '3 

5/ 

4/6 

Macle Star Insurance Co. Ltd., Ordinary (10/) . . 

7i 

7,:. 

3 '3 

5/ 

4 6 

Do. do. Ordinary (£i, with 10 paid) . . 

7 

7 

4 \iL 

9 ■ /. 

9 J. 

Do. do. 4”„ Cum. Pref. (£1) 

18 6 

IS 6 

4^i. 

9 ./ 

9-./, 

Do. do. 4‘'o 2nd Cum. Pref. t/^l,' 

18 6 

18 6 

7>.d. 

- 

1, 7'. 

I’-conoinic insutance Go. I.td. (jCIj with 5/ pakl,^ 

i2 6 

32 0 

1,6 

— 

4, 6 

hrnployers’ Liability Assurance Corp. Ltd. 

Oixd 

6 

2/6 [ 

. — 

5/t 

Equity Sc Law Life Assurance Soc. i£5, with £li paid) 

16 

16 

3-' 

— 

6 

General Accident, Fire St Life Assurance Corp., Ord. (/jl) 

10 

lO^vd 

9 ■ 

— 

5 

General Accident, Fire & Life Assurance Corp., C'um. 5‘!'„ Pref. 






(/.I) 

22 6 

22/6.xd 

3/6 

6/ 

5/ 

Guardian Assurance ('0. Ltd., Ord. (jCD 

8i 

9'. 

2/ 

. — 

4' 

Do. do. do. Pref. (£^% non-('um.) (£4> 

84 6 

84 6 

4/ ^ 

6.9 

6/9 

Legal & General Assurance Soc. Ltd. (£1, with 5/ paid) 

15 

16 

1.6 



4/6 

Licenses & General Insce. Co. Ltd., Ord. (£1, with 10/ paid) 

6|xd 

6', 

2 

4/ 

4 

Liverpool & I..onJon Cilobe Insco. Co. Ltd., 4'’r> Perp. Deb. Stk. 

954 

96xd 

3 '6 

-- 

6/6 

London Sc Lancashire Ins. Co. Ltd., .Stock 

91 

9,;xd 

n/\ 

11/t 

10, I- 

London Sc Manchester .Assce. Co. I.td. (X,T) 

23 

233 

13.9 

21). 

18,9 

London Assurance, Ord. (£2i) . . 

30 

31'. 

4'J. 

9 ,/. 

9 '«/. 

Do. do. 4% Cum. Pref. 

18 

18; 6 

5/ 

10 

10/ 

Nortli nriiish & Alcrcantilc Insce. Co. Ltd., Ord. 

151 

16 

2 

4 

4 

Do. do. do. do. 4'\, Pref. Stock 






(Non- Cum.) 

92; 

924 

« 6 

— 

20. 

Northern Assurance Co. Ltd., Ord. (>J10, with £1 paid) 

34 

34ixd 

14 4-. ‘09 

18 10-209 

17/0-716 

Do. do. Participating Pref. (/i73) 

30'. 

>0'. 

4 ^ 

— 

12 i 

Pearl Assurance (>o. Ltd., Ord. i£l) 

24:. 

23‘ 

I'd. 

1 '2. 

1/2- 

Ih). do. 6% (Tax free). Cum. Pref. (j(!l) 

37-6 

37 6 

H 6 

17 ' 

17/ 

Pheeuix Assurance Co. 1 id. (jClO, with £l paid) 

24: 

25i.xd 

S''6 

17/ 

17 ' 

Do do. (^T) 

J5 

25;.xd 

2/3 

2 3 

2/3 : 

Planet Assurance Co. I tJ., Ord. f^L with 10/ paid) . . 

60 

62 6 

1. 

T 

2' 

Provincial Insurance (a). LtJ._, 10"„ Cum. Pref. Cl> .. 

40 

40- 

6J. 

1 

1. 

Do. do. do. 25 Cum. Pref. (4 ) .. 

.(1 

21 

7'6t 

22/61 

21 t 

Prudential Assurance C"o. Ltd., “ A ” Shares (/.D 

44' 

4 3 

2 6t 

2'6t 

2'f 

Do. do. do. " B ” shares l£l, with 4 ' paid) 

6- 

6a 

3 

3/ 

2/6 

Reinsurance Corp. Ltd. (£1^ w'ith 12/6 paid) 

ho > 

84 6 

2 ' 

— 

10/ 

Royal Exchange Assurance, Stock 

81 

8 .', 

b 9 

. — 

11',' 

Royal Insurance Co. Ltd., Slock . . 

17. 

16. 

4- 


1' 

Scottish Union & National Ins. Co., " A ” Shares i,i,T0, with £l 






paid) 

11 

11{ 

15 


26/ 3 

Scottish Union & National Ins. Co., “ B ” Shares with £31 






paid) 

3.Si 

404 

2 ' 


5 

Sea Insurance Co. Ltd. (jCD 

(i; 

7 

2/10 

5 

5 

Sun Insurance Olficc Ltd. (£1, with 10 paid) . . 

71 

81 

1/91 



3 6t 

Sun Life Assurance Society (£1) 

13'. 

13 

1 

1 

1 

Victoiy Insurance Co. Ltd., Ord. (16 with 6 paid; 

46 3 

45/ 

2 ' 


1/104 

W'orld Auxiliary Insce. Corp. Ltd. (£L with 10; p.hd) 

46 3 

51 3 

3'3 


8 ' 

Yorkshire Insurance Co. Ltd. (£24, with 10 paid) 

13ixd 

13; 

6 6 


16/ 

Do. do. (£1) 

25L\d 

26i 


*Insurancc-Unit5 
*C A»nbilb 


il 1 
U) 3 


32 U 

20 


* These prices include sump duty and commission, 
t I'ree of Income Tax. 
xd. — Lx Dividend. 



CURRENT INTERIM BONUS RATES 


WHOLE LIFE 57/6% p.a. 

ENDOWMENT 40/-% TO 55/-% p.a. 

to age at maturity) 

For MUTUAL satisfaclion — consult 

NATIONAL PROVIDENT 
INSTITUTION 

F«K MU'I'UAI, l,irH ASSIIRANCH 


Kstai’.ijsitfp IH.'LS 


48, GRACECIIITRUH STREET, LONDON, E.L.S 

Tt i.epiionk : MANsion House 1481 

NOTE- -1 hr iiuxl Dixlribiitioii of Profil will lakr ph’cr a- .it I IpccdiIkt, 19 a I 



INSURAKCE AND INTEREST TABLES 

Shewing Fire Premiums (odd time) to next Quarter Days, 
and Interest, Discount or Rebate for any Number of Days, 
from I to 365. 


By T. R. GLOVER 

(Author of *' Compilations of Fire Insurance Statistics, &c.”). 


Second Edition (Reprint) 


2/- net. 


WATBRLOW It SONS LIMITED, LONDON WALL, LONDON, E.C.2. 
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Bank Reports, Meetings, etc. 


BANK OF NEW ZEALAND 

The profits for the year ended March 31, 1954, after providing for expenses of management, 
taxation, and for all bad and doubtful debts and other contingencies, and after ma king provision for the 
annual donation to the Provident Fund, are £446,076 15i. 2d . ; to which has to be added Balance 
brought forward from last year, £525,498 Is. lOd.— £971,575 35 . Od. From which has been paid :~ 
Dividend on preference “ A ” shares, £46,250 ; interim dividt nd on “ C ’* long-term mortgage shares, 
£6,503 185 . Id. ; interim dividend on " D ” long-term mortgage shares, £16,259 15s. 3d. ; interim 
dividend on preference “B” shares, £18,750; interim dividend on ordiniry shares, £112,500— 
£200,263 135. 4d . ; leaving available for distribution £771,311 95 . 8 i/. This the directors propose should 
be disposed of as follows : — Dividend on “ C ** long-term mortgage shares at 6 per cent, per annum, 
£7,031 5s. Od. ; *rcduced by Id. for every 13id. or part thereof, £527 65 . lid. — ^£6,503 I 85 . Id. ; dividend 
on “ D ” long-term mortgage shares at 7J per cent, per annum, £17,578 25. 6 d. ; *reduced by Id. for 
every 13Sd. or part thereof, £1,318 7s. 3d.— £16,259 155. 3d . ; dividend on preference “ B ” shares 
(making £43,750 for the year), £25,000; dividend at rate of 4 per cent, on ordinary shares ( mak ing 
£262,500 for the year, equal to 7 per cent.), £150,000; leaving balance to be carried forward, 
£573,547 I 65 . 4d.— £771,311 95 . 8 d. 


Balance Sheet as at March 31, 1954 


LlABlLlTIESt 

Capital — 

Preference “ A ” fully paid £1 shares 

‘‘ C ” long-term mortgage fully paid £1 shares 

‘‘ D ” long-term mortgage fully paid £1 shares 

Preference “ B fully paid £1 shares 

Ordinary fully paid £1 shares 


Reserve fund 

Long-term mortgage debenture stock 

Deposits 

Balance due to other banks 

Bills payable and other liabilities (including provision for contingencies) . 

Provision for taxes 

London Office acceptances under credits 

Balance of profit and loss 


Assets! 

Coin, reserve bank notes and deposits with bankers 

Government notes — Commonwealth, Fijian and Western Samoan .... 

Balances due by other banks 

Money at call and short notice. Government securities and oilier securities in Ix)ndon 

Bills receivable in London and in transit 

Securities of, or guaranteed by. New Zealand Government 

Australian Govermnent securities 

Fijian Government securities 

Municipal and other local bodies’ securities 

Remittances in transit betw(?en branches 


Bills discounted . - • 

Other advances and securities and debts due to the bank, after deducting provision 

for bad and doubtful debts 

Landed property, premises, etc 

Liabilities of customers for acceptances, per contra 

Long-term mortgage department 


£500,000 0 0 
234, 375 0 0 
468,750 0 0 

1.375.000 0 0 

3.750.000 0 0 


£6,328,125 0 0 
3,575,000 0 0 
750,000 0 0 
124,564,898 9 6 
60,755 17 8 
8,062,048 19 8 
890,500 0 0 
212,045 6 10 
771,311 9 8 


£145,214,685 3 4 


£32,548,664 9 3 
566,876 16 3 
658,219 10 9 
12,019,259 18 4 
2,245,218 6 5 
11,471,368 9 8 
666,857 12 4 
206,208 5 11 
1,749,375 14 2 
10,578,135 2 10 


£72,710,184 5 11 
3,008,554 18 0 

65,260,564 6 8 
2,224,758 2 3 
212,045 6 10 
1,798,578 3 8 


£145,214,685 3 4 


*Kcduction on account of New Zealand Social Security Charge in pursuance ol Section 9 Finance Act, 1941 (No. 2). 
fAIl assets and liabilities arc expressed in New Zealand currency. 
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BANK REPORTS, MEETINGS, ETC. 


THE BRITISH LINEN BANK 

The net profir for the year to September 30, 1954, after providing for taxation and after deducting 
transfers to inner reserves, out of which reserves full provision has been made for diminution in value 
of assets, was £292,368 ; the balance brought forward was £192,401 ; together £484,769. There has 
been applied in payment of the dividend for the half year to March 31 at the rate of 16 per cent, per 
annum, £100,000 ; less income tax, £45,000 — £55,000. The directors recommend that there be paid 
on November 30 a dividend for the half year to September 30 at the rate of 10 per cent, actual (making 
with the earlier payment a distribution of 18 per cent, for the year), £125,000 ; less income tax, £56,250 — 
£68,750 ; and that there be transferred to staff pension fund, £85,750, and to contingency account, 
£75,00(>~£284,500 ; leaving to be carried forward, £200,269. 

Balance Sheets September 30, 1954 


L [ABILITIES 

Capital : — ^Authorised £1,500,000 

Issued £1,250,000 0 0 

Reserve fund 2,500,000 0 0 

Profit and loss account balance 200,269 0 0 


£3,950,269 0 0 

Notes in circulation 10,862,930 0 0 

Current, deposit and other accounts (including reserves for 

contingencies £87,031,455 0 0 

Balances in account with Barclays Bank Limited and its other 

associated banks 412,797 0 0 

87,444,252 0 0 

Dividend payable on November 30, 1954, less tax 68,750 0 0 

Acceptances, guarantees, indemnities, etc., for account of 

customers 5,244,254 0 0 


£107,570,455 0 0 


Assets 

Coin, Bank of England notes, notes of other banks and balance 

with Bank of England £12,037,605 0 0 

Cheques in course of collection 5,879,662 0 0 

Money at call and short notice 13,025,000 0 0 

Bills discounted : British Government 

Treasury bills £2,000,000 0 0 

Other bills ... 152,140 0 0 

2,152,140 0 0 

£33,094,407 0 0 

Investments : — 

Quoted securities of, or guaranteed by, the British 

Government {See Note 1) £45,652,952 0 0 

Unquoted securities : public authority mortgages, at cost 560,000 0 0 

Trade investments at cost or under (with uncalled liability 

£82,500) 107,500 0 0 


■ Advances to customers and other accounts {less provision for 

doubtful debts) £21,354,569 0 0 

Balances in account with Barclays Bank Limited and its other 

associated banks 645,664 0 0 


Bank premises and other property at cost, less amounts written 

off 

Customers* liability for acceptances, guarantees and indemnities 


£107,570,455 0 0 


46,320,452 0 0 

22,000,233 0 0 

911,109 0 0 
5,244,254 0 0 


1. The investments in British Government securities, all of which are 
redeemable at fixed dates, have been included at under cost and below 
redemption price. Their market value at the prices ruling at September 30, 
1954, was in excess of the fig^ire at which they stand in the balance sheet. 

2. Provision for United Kingdom taxation in respect of the profits to 
date has been made in the aoove accounts. 

3. Foreign currencies have been converted into sterling at the rates 

ruling on September 30, 1954. ^ 

4. Contracts for outstanding capiul expenditure amount approximately 
to iC24,250. 


December i 1954 
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THE ENGLISH, SCOTTISH AND AUSTRALIAN BANK LIMITED 

Net profit for the year ended June 30, 1954, is ^’254, 982. Deduct appropriations— Officers* 
Provident Fund, ^45,000; interim dividend paid May ^l, 1954, at the rate of 25.- Oc/. per share, Ic^s 
United Kingdom income tax at the rate of 95. Oi/. in the £, £55,000 ; proposed final dividend payable 
December 9, 19^54, at the rate of 5v. OJ. per share, less United Kingdom income tax at the rate of 95. Oc/. 
in the £, £137,500 — £237,500; unappropriated balance, £17,482. Add — Balance brought forward 
from last year, £372,449. Balance carried forward to next year, £389,931. All figures in these accounts 
are exnre"'''ed in English Pounds. 

BaUimc Sheer as at June 30, i954 
1. SharI' Capital avd RtsiKVHs — 

.Authorised and issued — KOOOdlOO ■'hares at £5 per ^hare 
Paid up — 1 .('00,000 share. ^ at £> per ^iuire . . . /;.>,u00,O00 0 0 

General reserve .^000,000 0 0 

Predir and Kv.s ae :oun: 389^931 0 0 

Re'-erve for estimated future liability ior l.'nited Kingdom 

incmne tax 195‘>--5(j 293.069 0 0 


II. C\ SRhNT Assf.t.s 

Casn in hand, ba ih balaiKc'* and e.:''.! i:'* irau'^it . . (^.7.(il7,61 1 0 0 

Moncyv ai Call 425, 0<H) 0 0 

Cheque'-, in eoiir^e c)l eolieclion 8,(^92,816 0 0 

Treasury bills— Brhish Clnvernmenr COOO.OOO 0 0 

— .\uslraliari Ciovernmere .... ',988 ■ 136 0 0 

Special account with (iommonw ealih PanL of Australia . 21,134,197 0 0 

Ihib' recei\ able ill Iiaiid a’ld in LraiOit .... (3.972, p) 3 0 0 

be, e-t .’.'lit'' :i or under market value — 
b'u -rLd i i — 

I'rrish Cuverjinienr seeuiilie'' .... 1,636,667 0 0 

,\u^:rah:^n Governmerir s-s-urities . . . '175.021 0 0 

',‘n''led in Aust;'ilm — 

Ausiralian Cjovernment securities . . . 3.\'79,975 0 0 

Other Australian seeurities 924,416 0 0 

£5(), 8 15,9.32 0 0 

.•^\.:Nanee , net outstandings under iiire purchase con- 
'rac’s and other accounrs nrovisimi h'r bad and 

dauibtfiil d-mL-) 60,873,261 0 0 

£117,719,193 0 0 

Deda.-! 

III. (T’RKi-xr 1 .lAini T rit.s — 

Derosits, current accounts, hills payable anei i>iher 
iiabiiities (including coiili:i'.;eneies and capital 

re-erves) ‘ . £1 10,19(h778 0 0 

Nori.s in circulation 796 0 0 

Balances due to other banks 1,859,592 0 0 

.Ariouins due lo suhsiiliary companies .... 10,781 0 0 

.'Australian income tax on prelit for the year . . . 266,932 0 0 

C'niled Kingdom taxation .'inchidine income tax liabilitv 

1954-55) '. 247,140 0 0 

Proposed final dividend 137,500 0 0 

112,713,519 0 0 

£5,005,674 0 0 

Add .— 

IV. Eixld Assi-.ts — 

Banking and other premises, furniture and sites at cost, 

less amounts written off 1,500,441 0 0 

Investments in subsidiary companies, at cost . . . 176,885 0 0 

£6,683,000 0 0 

Noie. — L iabilities on actcptanccs and continpent liabilities entered into on 
behalf of customers in the normal course v)f business in respect of 
lontirmed letters of credit, f^uarantees and forward exchanp.e con- 
tracts, etc., amount to /,15,459?082, 


/; ‘ 5 , 000, 000 0 0 


/; 6,68 5,000 0 0 


VOL. CLXXVIll. 
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* Area extended from July 1, 1947. t Area extended from May 5. 1947. t Area extended from June 9, 1947. 
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LONDON BANKERS’ CLEARING-HOUSE RETURNS 


Month 


Town Clearing 


General Clearing Total for the Month 


1952 

October 
November . 
December . 

1953 

January 
February 
March . 

April 

May 

June 

July 

August 

September . 

October 

November . 
December . 

1954 

January 

February 

March. 

April 
May 
June . 

July . 

August 
September . 
Oeii'ber 


7.438.000. 000 

6.471.000. 000 

6.797.000. 000 

8.745.000. 000 

6.938.000. 000 

7.783.000. 000 

7.579.000. 000 

6.851.000. 000 

7.425.000. 000 

8.709.000. 000 

6.465.000. 000 

8.445.000. 000 

9.450.000. 000 

7 . 641 . 000 . 000 

8.030.000. 000 

9.554.000. 000 

7.437.000. 000 

9.639.000. 000 

8.583.000. 000 

9.675.000. 000 

10.918.000. 000 

11.549.000. 000 

8.062.000. 000 

9.466.000. 000 

8.593.000. 000 


L 

2.459.000. 000 

2.338.000. 000 

2.357.000. 000 

2,u71,000,000 
2,24 3,000,000 

2.436.000. 000 

2.342.000. 000 

2 . 480 . 000 . 000 

2.323.000. 000 

2.572.000. 000 

2.176.000. 000 

2.401.000. 000 

2 . 649 . 000 . 000 

2 . 384 . 000 . 000 

2.627.000. 000 

2.734.000. 000 

2.551.000. 000 

2.638.000. 000 

2.483.000. 000 

2.601.000. 000 

2.592.000. 000 

2.806.000. 000 

2.380.000. 000 

2.504.000. 000 
2,7 59,000,000 


9 . 897 . 000 . 000 

8 . 809 . 000 . 000 

9 . 154 . 000 . 000 

11 . 416 . 000 . 000 • 

9 . 181 . 000 . 000 

10 . 219 . 000 . 000 

9 . 921 . 000 . 000 

9 . 330 . 000 . 000 

9 . 747 . 000 . 000 

11 . 281 . 000 . 000 

8 . 641 . 000 . 000 

10 . 846 . 000 . 000 

12.108.000. 000 

10,026,000,000 

10 . 657 . 000 . 000 

12 . 288 . 000 . 000 

9 . 788 . 000 . 000 

12 . 277 . 000 . 000 

11 . 066 . 000 . 000 

12 . 276 . 000 . 000 

13 . 510 . 000 . 000 

14 . 354 . 000 . 000 

10 . 443 . 000 . 000 

11 . 970 . 000 . 000 

11 . 332 . 000 . 000 


SCOTTISH CIRCULATION RETURNS 

AviiRACili ChRCUI-ATION AND COIN HFLD DURING Till: I’OUR WlihKS ENDtD 

Saturday, Octouhr 16, 1954 


N-W.i HI Bank 


.Xulhoriscd 
( 'iri.ul.li ion 


Avcraj’c Circulation Juiiiik' h’our W’coks 
«.uUcd as al’ovc 


/.5 and 
upwaids 


Under 


'Totals 


♦.-Vverage 
Amount 
ol' Bank of 
liaglaiid 
Notes and 
t .oiii held 
during Four 
\\ eeks ended 
us above 


1 Hank of Scotland .... 

2 Ki>yal Hank c)f Scotland 

3 British Linen Hank 

4 Commercial Hank t)f Scotland 

5 National Bank of Scotland . 

6 L’nion Hank of Scotland 

7 Cdydesdalc and North of Scotland 

Bank 


L L L L £ 


396,852 

8,451,291 

4,919,859 

13,371,150 

13,760,748 

216,451 

6,995,597 

5,948,840 

12,944,437 

13,643,251 

438,024 

6,755,807 

4,195,874 

10,951,681 

11,281,103 

374,880 

11,067,035 

6,056,267 

17,123,502 

18,231,933 

297,024 

6,991,437 

4,241,448 

11,212,885 

11,945,979 

454,346 

5,488,455 

3,92 1,390 

9,411,845 

9,804,605 

498,773 

15,354,777 

5,789,489 , 

21,144,266 

22,247,646 


Totals .... 2,676,350 61,104,399 35,075,167: 96,179,566100,915,265 


Kach of the Hankers named in the above Return, who have in Circulation an amount of notes 
beyond that authorised in their Certificate, have held an amount of Bank of Fngland Notes and 
Gold and Coin other than Gold Coin not less than that which they are required to hold during 
the period to which this Return relates. 

* This column includes Bank of England Notes deposited at the Bank of England which, by 
virtue of Sec. 9 (1) of the Currency and Bank Notes Act, 1928, are to be treated as gold coin held 
by the Bank. 
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IRISH CIRCULATION RETURNS 

NORTIiERN IRELAND 

Average Circulation and Coin held during the Four Weeks ended 
Saturday, October 16, 1954 







*Averagc 

Namp of Bank 

Authorised 

Average Circulation during Four Weeks 
ended as above 

Amount 
of Bank of 
F.ngland 

^ Circulation 




Notes and 
Coin held 







during Four 


I 

£5 and 
upwards 

Under £5 

Totals 

Weeks ended 

aa above 

1 Bank of Ireland 

£ 

£ 

£ 

£ 

£ 

t754,000 

1,621,914 

296,977 

1,918,891 • 

1,258.787 

2 Provincial Bank of Ireland . 

1246,834 

1,236,752 

282,005 

1,518,757 

1,465,290 

3 Belfast Banking Contpany . 

350,000 

1,058,006 

70,834 

1,128,840 : 

1,693,238 

4 Northern Bank 

244,000 

1,551,359 

69,717 

1,621,076 

1,924,535 

5 Ulster Bank .... 

290,000 

1,449.170 

94,198 

1,543,368 

1,692,477 

6 National Bank 

1 1^4,045 

573,102 

29.001 

602,103 

516,566 

Totals .... 

2,008,879 

7,490,803 

842,732 

8,333,035 

8,550,893 


Each of the Bankers named in tlic above Return, who have in circulation an amount of Notes 
beyond that authorised by the Bankers (Northern Ireland) Act, 1928, have held an amount of Bank 
of England Notes and Gold Coin and Coin other than Gold Coin not less than that which they arc 
required by the T reasury to ht)ld during the period to which this return relates. 

t These amounts are the latest amounts approved by the Treasury. 

_ , * Thh column includes Bank of BiiRiand Notes deposited at the Bank of Ilngland which, by virtue of Sec. 9(1) 
of the Currency and Hank Notes Act, 1928, are to be treated as gold coin held by the Bank. 


c:entrai. bank of Ireland 

Legal Tender Note Fund as at Oitcber 16, 1954 
Issue Account 


Outstanding as at end of pre- 
vious week . . 69,311,366 0 0 

Issued during week ended 

October 16, 1954 . . 1,088,545 0 0 


Redeemed during week ended 

October 16, 1954 . 802,267 0 0 

Outstanding as at October 

16, 1954 . 69,597,644 0 0 


£70,399,911 0 0 


£70,399,911 0 0 


FOREIGN BANK RETURNS 

BANK OF FRANCE 

Francs (000,000’s omitted) 


Dale 


Private 


Advances to State 




Discounts 







and 

In Occupa- 

Treasury 

Fived 

Special i 

Notes 

Deposits 

Advances 

tion Costs 

Advances 

Advances 

Advances ; 



Oct. 14 . 

„ 21 . 

„ 28 . 
Nov. 4 . 

„ 10 . 

1953 

Nov. 12 . 


201,282 1,320,633 

201,282 1,287,138 

201,282 1,303,471 

201,282 1,290,580 

201,282 1,284,154 

201,282 1,131,459 


426,000 195,000 

426,000 195,000 

426,000 195,000 

426,000 195,000 

426,000 195,000 

426,000 200,000 


53,849 ! 156,800 

53,849 127,600 

53,849 146,400 

53,849 158,500 

53,849 150,700 

53,849 173,200 


2,419,944 i 108,434 
2,386,339 ' 107,618 
12,428,122! 119,597 
i 2,447,284 i 110,281 
2,436,315. 103,773 

2,202,036 130,391 


December^ 1954 
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FOREIGN BANK RF.TURSS— (continued) 
U.S. FEDERAL RESERVE BANKS 


Dollari (000,000*8 omitted) 


Date 


Total 

Gold 

Reserves 

Total 

Gash 

Reserves 

Total 

U.S. Govt. 
Securities 

Total 

Bills and 
Advances 

Total 

Reserves 

Oct. 6 . 


21,126 

453 

24,581 

24,837 

50,242 

„ 13 . . 


21,124 

438 

24,6)9 

24,922 

50,692 • 

,, 20 . 


21,071 

470 

24,456 

24,788 

50,781 

» 27 . . 


21,069 

490 

24,381 

24,687 

50,243 

Nov. 3 . 


21,079 

457 

24,670 

25,190 

50,512 

1953 







Nov. 4 . 


20,897 

330 

25,447 

26,271 

51,514 


Date 

F.R. Notes 
in 

Gircnlution 

Member Bank 
Rcserv 
Depusiti 

Govern- 

ment 

Deposits 

Total 

Deposits 

Excess 

Member Bank 
Reserve 
Deposits 

Reserve 

Ratio 

% 

Oct. 6 . 

25,647 

18,875 

625 

20,483 

774 

45-8 

„ 13 . 

25,729 

18,620 

643 

20,149 

590 

460 

„ 20 . . 

25,667 

19,037 

601 

20,447 

903 

45-7 

„ 27 . . . 

25,614 

18,888 

588 

20,292 

730 

45-9 

Nov. 3 . 

25,739 

18,998 

567 

20,406 

830 

45-7 

1953 







Nov. 4 . 

26,150 

19,779 

664 

21,271 

967 

44-1 

U.S. 

FEDERAL RESERVE BANKS 

AND TREASURY 



COMBINED 




Monetary 

Trcas’jry 

Money 

'Preasury Cash and 

Date 


Gold 

and Bmk 

in 

1 >epusir.s with 



Stock 

C'urrcncy 

Girculation 

r.R. Banks 

Oct. 6 


21,810 

4,971 

30,051 

1,424 

„ 13 . 


21,810 

4,973 

30,159 

1,435 

„ 20 . 


21,759 

4,973 

30,055 

1,404 

„ 27 . . 


21,759 

4,973 

29,970 

1,404 

Nov. 3 . 


21,759 

4,977 

30,138 

1,368 

1953 






Nov. 4 . 


22,076 

4,877 

30,428 

1,947 



(GERMAN 

FEDERAI. 

REPUBLIC 




RtTUKN 

OF THE Hank 

DtOTSClIFR LaNDI-K AND TIIH LAND 
(in DM million) 

CENTRAL 

Hanks 

Date 

(iold 

Credit 
Balances at 
Foreign 
Banks. 

Foreign Cash, 
Bills .and 
Ciicquos 

Inland 

Bills 

of 

Exchange 

Advances 

and 

1 Shorr-'I'erm 
' Lendings to 
the Federal 
(jovcrninent 
and other 
Public 
Autlu)riiics 

Bank Notes 
in 

tarculation 

Bank 

Deposits 

Non-Bunk 
Deposits * 

Oct. 15 
„ 23 . 

„ 30 . 

Nov. 7 

2,434-8 

2,5190 

2,5140 

2,5140 

8,234-0 

8,205-5 

8,259-0 

8,2760 

1,499-3 

1,516-2 

1,545-8 

1,504-5 

123-0 

122-8 

127-1 

125-2 

11,216-6 

10,637-4 

12,126-7 

11,570-9 

2,663-6 

3,293-8 

2,615-6 

3,165-1 

6,387-5 

6,345-6 

5,800-5 

5,666-7 

1953 

Nov. 7 

1,227-0 

6,371-9 

1,8560 

199-5 

10,821-3 

2,892-8 

— 


* These figutes include purchases of Hqualisatioii C Haims bv Public Anihorities. 
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INSURANCE AND ACTUARIAL RECORD 


Life Office Investments 

M r. K. K. WEATIIERHEAD, M.A., F.F.A., manager and actuary of the 
Scottish Mutual Assurance Society, in his presidential address to the Faculty 
of Actuaries, defended life offices against recent criticism of their inv^estment 
policies. Although recently there seemed to have been an improvement in the private 
sector of savings, it is still largely true, said Mr. Weatherhead, that the main channel ot 
savings in this coiintr}" was through the life offices and pension funds. It is suggested 
in some quarters that because of this the life offices must take the place which the ordinary 
investor took before the war, and that they are not doing so ; in particular, that they 
are not providing the risk capital which industry needs. 

A life office exists to pay claims as and when they arise and its funds must be invested 
with this end in view, he pointed out, and added “ the first two canons of investment 
laid down by Hailey in 1862 that the funds should be invested ai the highest rate of 
interest, subject always to the security of the capital, still apply.” No two offices, 
however, have exactly the same problem because the spread of business varies from office 
to office and in any one office from time to time, and the investment portfolios of th.e 
offices should vary accordingly. In this regard, Mr. Weatherhead quoted figures showir.g 
that in ten offices at December 31, 1953, the proportion of funds invested in Hriiish 
Ciovernment and British Government guaranteed securities, varied from 12 per cent, to 
44 per cent., the proportion of total funds so invested being 28 per cent, d'he proporriiv', 
invested in mortgages in the United Kingdom varies from 2 per cent, to 35 per cent., the 
total figure being 1 1 per cent, d'he proportion invested in ordinary shares varies from 
11 per cent, t(^ 30 per cent., the total being 20 per cent. These figures show how sub- 
stantial the variations in the investment portfolios of the offices are. 

Statistics quoted by Mr. Weatherhead show that the total nominal value of the 
securities quoted in the Stock Uxckangc Official IJst^ eKcluding British Funds, rose from 
3 (^ 10,249 million in December, 1913, to 1,082 million in March, 1938, but actually 
fell to just under ^'8,953 million in April, 1947, whereas British funds rose from ^'1,013 
million in 1913 to X'6,848 million in 1938, and to 3^^13,130 million in 1947. The fall 
in the first set of figures was, of coure, partly accounted for by the nationalisation of the 
Bank of England and the coal mines. Since then there has been the nationalisation of 
the railways, the electric power and supply undertakings, the gas industry and the 
iron and steel industry, with corresponding increases in British Government guaranteed 
securities. The nominal amount of British funds quoted in the Stock Uxchange Daily 
Official List and the Monthly Supplement of Quoted Securities as at April, 1954, was 
£17,492 million and other securities £9,161 million. The practically stationary figure 
of the nominal amount of other securities over the last seven years indicates that the 
amount of new issues and so-called bonus issues has just replaced the amounts trans- 
ferred by nationalisation. Since 1947 the market value of British funds has risen from 
£13,716 million to £16,105 million while the value of other securities has risen from 
£11,490 million to £14,398 million. 

Unfortunately, Mr. Weatherhead was unable to give comparable figures for the life 
offices, but returning to the ten offices previously mentioned he said their total funds 
increased from £194 million in 1937 to £225 million in 1946, and to £318 million in 
1953. The figures for ordinary shares arc £22 million in 1937, £29 million in 1946, 
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and £64 million in 1953. During the war years there was, of course, a gentlemen’s 
agreement whereby all new money and maturities were invested in Government securities 
and that the Government requisitioned most of the overseas securities of the offices, 
many of which were ordinary shares. A year ago the life offices published authoritative 
figures which included the statement that “ over £360 million i;ll.l per cent, of total 
assets) of life office funds arc represented by equities, as against £50 million (5 per cent.*) in 
the late 1920’s.” 

• 

With regard to the particular criticism, Mr. Weatherhead said the term “ risk capital ” 
is often spoken of as if it were the same thing as “ equity capital.” When an investor 
buys an ordinary share in a company on the market he does not provide the company with 
any capital at all. So far as the company is concerned all that happens is that the shares 
are registered in the name of C.D. instead of in the name of A.B. On the other hand, 
if an established company which makes, say, artificial legs wishes to extend its business 
to make artificial arms, it may raise the necessary money by mortgage on its premises, 
by selling the premises and leasing them back, by a debenture on the whole undertaking, 
by preference shares or by ordinary shares, and all the money which is subscribed by the 
public in whatever form is risk capital so far as the company is concerned. There was 
no doubt, he declared, that the life offices had played their part in providing the money 
raised in the post-war years by well-established companies. 

The position of the smaller companies, which according to the Industrial Census 
of 19 18 outnumbered the large ones by about 4 to 1, may not be so easy. But the problem 
is not a new one, and as Air. Weatherhead pointed out, since the war much has been 
done for these companies through the formation of' the Industrial and Commercial 
Finance Corporation Ltd., Glasgow Industrial Finance (Development) Ltd., Estate 
Duties Trust Ltd., and so on, for some of which the offices put up part of the money. 


Trustee Departments 

A SERIES of three talks was recently given at the Insurance Institute of London 
for staffs engaged in trustee departments. The talks provide a useful survey of the 
considerations which arise upon the acceptance of new cases. 

Mr. W. G. Nursaw, F.C..1.S., A.C.I.I. (Atlas Assurance), talked on “ The Approval 
of a Draft Will.” The lecturer submitted that wiien asked to approve a dratt will, 
the corporate executor might offer tactful suggestions to prevent possible intestacies 
arising or to simplify administration, but should limit correction to obvious errors of 
transcription. He demonstrated clearly the advantages of — 

1. Making benefits to a spouse contingent on surviving the testator by one 
month. 

2. Granting the widest investment powders to the corporate trustee. 

3. Dividing residue into fractions rather than bequeathing legacies of fixed 
amounts. 
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TRUSTEE DEPARTMENTS 


4. Excluding both statutory and equitable apportionments. 

5. Including the standard clause for charging fees and, where appropriate, the 
co-trustee clause. 

In the discussion that followed there seemed to be a general willingness to accept 
the added responsibility of reasonable discretionary trusts, and where inheritance depended 
upon survival of the beneficiary for one month, to advance the immediate money legacy 
bequeathed to tide over that period. 

Speaking on “ Approval of a Draft Settlement,” Mr. L. M. Carpenter, F.C.I.I. 
(Alliance Assurance), mentioned the increasing use of settlements in order to distribute 
part of an estate before the death of the owner and thus reduce the estate duty payable. 
The deed should include charging and co-trustee clauses as in the case of wills, and there 
should be the widest investment powers. To obtain income tax advantages, no interest 
should be reserved to the settlor and the trusts should be irrevocable. Where protective 
trusts were introduced it was well to include power for the beneficiary to release his life 
interest in order to accelerate the interests of his children. The special requirements 
of the law relating to children’s trusts and charitable trusts were outlined. Questions 
elicited the opinion that trust corporations were not averse to assisting a settlor to reduce 
tax and estate duty providing liis dispositions were not artificial and also that policies 
under the Married Women’s Property Act for the absolute benefit of the wife could be 
settled by her upon trusts to be administered by the trustee department of the company 
issuing the policy. 

Mr. F. E. Ascott (Eagle Star Insurance) dealt with Approval of a Debenture 
'Prust Deed.” The lecturer outlined the structure of a debenture trust deed and 
summed up its purpose as enabling a company to borrow from numerous investors upon 
security given to them through the medium of trustees. The statute law applicable 
was to be found principally in the Law of Property Act, 1925, the Trustee Act, 1925, and 
the Companies Act, 1948. Some recommendations of the C^ohen Committee should 
also be observed, particularly as lo the duties of trustees. The deed must be identical 
with the prospectus which preceded it so far as they covered common ground. The 
limitations of powers of the company to borrow and charge its properties and to grant 
short leases were matters needing careful wording. The conditions to be endorsed on 
stock certificates which were often listed in a schedule to the deed might include sinking 
fund provisions which must be drawn so as to prevent any substantial deviation from the 
rate of redemption expected by stockholders. Stock purchased by the sinking fund 
must be cancelled. In the provision for meetings, the notice required should not be 
less than 14 days. This talk also prompted questions and, in answer, it was suggested 
that while the 1948 Act had increased the legal liability of trustees, the moral obligations 
had always been there so that no increase in fees was warranted. Other answers were to 
the efiect that borrowing and charging limits must be made to apply to subsidiary com- 
panies and that cumulative sinking funds were built up with gross interest without deduc- 
tion for income tax. 

It may be appropriate here to mention that Mr. R. C. Battams, LL.B., (Executor and 
Trustee Department, Lloyd’s Bank) will be giving a lecture on “ The Place of the Trust 
Corporation in Modern Society ” on the evening of March 7, 1955, in the Conference 
Hall of the Chartered Insurance Institute, 20, Aldermanbury, London, E.C.2, 


December, 1954 
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Insurance Notes 

DIVIDENDS Alliance Assurance Company, in accordance with the indica- 

OF THE tion given in a circular to shareholders of July 30 last, have declared 

MONTH interim dividend, payable on January 19, 1955, of 125. per share, 

less tax. 

The interim dividend of the Commercial Union Assurance is I j points higher at. 
265 per cent., whereas a year ago it went up five points, while the final was up 2i points 
at 321 per cent. 

Ordinary stockholders of the General Accident Fire and Idfc Assurance Corporation 
receive an interim dividend for the year ending December 31, 1954, of 35. per £l unit. 
The interim dividend on the preference stock is 6J. per unit. Both dividends subject 
to tax. 

For the third year in succession the Guardian Assurance has raised its interim 
dividend, the amount recently declared being 15 per cent, as compared with 12.1 per cent, 
rhe directors remind shareholders that this does not necessarily imply any increase in 
the total payments for 1954. The interim is paid on £1,272,741 ordinary capital, 
including 30,270 shares of £1 each issued for the acquisition of the (Cambrian Insurance 
C Company in October last. . 

The I.egal and General Assurance Society announce an interim dividend for 1954 
at the same rate as for previous year, namely, 25. 6d, per share, less tax — payable January 1, 
1955. 

In pursuance of the policy expressed in the governor’s statement with the 1953 
accounts. The I.ondon Assurance is to pay a substantially increased interim dividend in 
order to divide the year’s dividend more evenly as between interim and final. Announcing 
an interim dividend on the ordinary shares of 10.v. per share, less tax, the directors warn 
against any assumption that the increased interim dividend foreshadows an increase in 
the total distribution for the year. 

An interim dividend of 35. 6^/., less tax, per £1 stock, is declared by the London and 
I.ancashire Insurance Company. The corresponding dividend last year was 25. 3d., less 
tax, per £1 stock. 

The interim dividend of the Northern Assurance Company was paid on November 1, 
last, at the same rate as a year ago, namely 85. 6d. per share, less tax. 

The rate of interim payment by the Sun Insurance Office is unchanged at 21:J per 
cent., less tax. The total dividend for 1953 was 50 per cent. The Sun Life Assurance 
Society’s interim payment is increased from I5. 9d. to 25. per share, and as usual is paid 
tax free. 


LEVEL PREMIUM ^ Norwich Union Idfe Assurance Society arc improving the 
PENSION terms and conditions for new level annual premium pension schemes. 
SCHEMES terms arc in line with the society’s “ current cost scheme ” 

and the rates are, in fact, calculated on the same basis. The “ current cost scheme ” 
has already proved to be highly competitive and the new level premium terms should be 
of considerable assistance -to the society’s agents and representatives. 
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Net fire insurance premiums written in Canada in 1953 amounted 
INSURANCE ‘o 8145,971,915 compared with 8139,777,732 in 1952, according to 
the report of the Superintendent of Insurance. British companies 
wrote net premiums of S5452373I993 the balance being divided between Canadian com- 
panies ( S37, 606,740) and foreign companies (854,127,976). Net casualty premiums 
totalled ^315,908,028 compared with 8272,410,189 in 1952. Of the 1953 total Canadian 
companies wrote 8121,296,881, British companies 863,002,423, and foreign companies 
8131,608,724. The net amount of new life business effected in Canada w'as 
82,554,802,966, of which 8481,992,856 was group business, as compared with 
82,287,026,644, of which 8415,280,781 was group in 1952. Of the new business total, 
British companies wrote 898,437,715. 


INSURANCE ^ - ^ WiiAiOT, secretary of the British Insurance Associa- 

puBLic tion, in an address at the Chartered Insurance Institute’s Educational 
RELATION-:, C^onfcrcncc at Harrogate, poised the question “ How do we in the 
insurance world stand on our public relations ? He thought that, by and large, the indus- 
try enjoyed the public goodwill, which after all was only fair reward for providing an 
insurance service which by world standards has never been bettered. After pointing 
out that the impression made on the public mind was in the main the product of those 
engaged in the insurance industry, who must remain key men in any public relations 
effort, Mr. >X'ilmot said that central public relations has also a part to play in reducing 
misunderstanding and unlair criticism, and in this way to assist the insurance representa- 
tive in his relations with policy holders. Insurers, he said, were late in the field of public 
relations but they gradually came to realise that uninformed criticism was damaging to 
the interests of a great business which had everything to commend it to the public. 
Previous to 1949 insurance public relations w^as confined to certain specialised activities 
and, broadly speaking, was mainly of a technical nature. Then five years ago, the 
British Insurance Association, the Life Offices’ Association and the Industrial Life 
Ofiices’ Association started active publicity campaigns. The Life Offices’ Association 
in co-operation with the Associated Scottish Life Offices assumed responsibility for 
public relations concerned with ordinary life business and similarly the Industrial Life 
Offices’ Association undertook to deal with industrial life business. The British Insur- 
ance Association without encroaching upon or interfering with any of the specialised 
work of the established sectional associations in particular parts of the insurance field, 
assumed responsibility for the remainder of the central public relations of the insurance 
companies. To guide its public relations policy the B LA. set up a powerful public 
relations committee led by the Chairman and representative of the sectional associations. 
Lloyd’s have, of course, always run their public relations independently, so, too, have 
the insurance brokers. At first sight, said Mr. Wilmot, it may seem that British insurance 
speaks with as many voices as there are central insurance organisations. In practice, 
however, this is not so. Rather an identity of overall interests and a common policy of 
co-operation result in one voice but many outlets through which that voice speaks to 
the public. 

On a mon^ critical note were the remarks of Mr. R. R. Elunter, A.C.I.I., E.C.I.B., 
in his presidential address to the Insurance Institute of Newcastle. In reference to 
insurance public relations he said his own feeling was that “ we fail utterly and miserably 
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to get ourselves across and that we should be thoroughly ashamed of ourselves.” There 
were, he continued, so many misconceptions which were firmly held by so many of the 
general public and which bred prejudice and hindered progress. Referring to the 
publicity of insurance companies in this country, Mr. Hunter said there had recently 
been steps in the right direction, such as the appointment of a public relations oflicer 
by the British Insurance Association, but he felt that we still had a long, long way to go. 
Mr. Wilmot, in his address, mentioned this fact and said that what has been done so far is» 
only a start, and the campaigns have yet to gather momentum. I'hcy have yet great 
fields for expansion — so great, he said, that “ scope for further progress is unlimited.” 
It was pure coincidence that these two addresses should have been given within twenty- 
four hours of each other. 

NORTH Widespread damage caused by windstorms on the eastern sea- 

A MERIC AN board of America during August, September and October last, will 

HURRICANES ^ matkcd effect upon the year’s underwriting results of British 

insurers. ("o\ cr for such losses is ordinarily given under an extended coverage endorse- 
ment attached to a fire policy, and apart from the very substantial \'olumc of business 
written on these lines for American and British companies operating locally, the London 
market will be interested to a major extent by reinsurance treaties of every kind, as well 
as by business written direct. The willingness and ability of the companies to handle 
\N’indsiorm coverages at reasonable premium rates is helped by the readiness of the public 
to buy the coverage so that there i*- a satisfactory degree of “ spread.” 'fhis is, of course, 
a feature of fire insurance also and, as mentioned, wind coverage is almost always pro- 
vided in conjunction with fire insurance. But it is occasionally demonstrated that 
normal fire risk is often matched, or even surj^as^ed, in catastrophic importance by the 
hazards of natural elements. 

Such was the case in November, 1950, when a succession of severe windstorms 
culminated in a hurricane which affected so vast an area as eleven north-eastern States. 
As a result, British companies operating in the United States and Lloyd’s underwriters 
by way of reinsurance were presented with claims aggregating some £17,000,000, and 
representing roughly one-half of the total insured loss. And now another punishing 
year for British insurers underwriting windstorm risks in America. Of a series of tropical 
storms this year, three major hurricanes, “ C'arol,” “ Edna,” and “ Hazel,” — to give 
them their code names — may involve the I.ondon market alone in insurance payments 
exceeding SlOO million. In the case of “ Carol ” which struck the New England 
states and Long Island at the end of August, the actual damage done has been estimated 
at some hundreds of millions of dollars, but even now it is impossible to put any reliable 
estimate on the insurance loss. A large part of the damage in the state worst affected, 
Massachusetts, was caused by flood and rising water, and so will not be covered by 
insurance, while the deductible (a compulsory excess) introduced into extended coverage, 
in the light of earlier experience, will restrict many of the losses under insurance policies. 
The second major hurricane, known as “ Edna,” occurred in early September and affected 
principally Long Island, Massachusetts and Maine, as well as Canada and Nova Scotia. 
Fortunately, the damage done by “ Edna ” proved less extensive than that caused by 
“ Carol.” Hurricane “ Hazel ” arrived off the coast of Florida in October and swept 
through the coastal areas 'of South and North Carolina, the state of Virginia and the 
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Chesapeake Bay area, the centre of Pennsylvania, across the western tip of New York 
state and passed over the lakes to Toronto. Extensive damage was caused in each state, 
that in 'Poronto being reported at SlOO million. A long time must always elapse before 
the insurance losses arising from such widespread devastation can be assessed with any 
degree of accuracy. While, therefore, the impact of these catastrophes will fall heavily 
upon insurance accounts for the current year, it is likely to be well into 1955 before 
insurers arc able to calculate the final effect of the disasters. 


INSURANCE PLAN milHon iiisutance plan for workers of the British Motor 

FOR MOTOR Corporation has been announced. The scheme is non-contributory 
WORKERS applies to members of the corporation’s staff not already members 

of staff pension funds. Some 45,000 workers will benefit. 

Introducing the scheme, the Chairman, Sir Leonard Lord, said that the State 
pension schemes provided no cash on retirement and no lump sum on death before 
retirement. The corporation’s scheme provides that non-staff male employees who 
arc aged 25 or over and under 60 (55 in the case of women) and have been in the service 
of a B.M.C. company for a continuous period of three years or more will on retirement 
at 65 (women at 60) receive /^lO in cash for each year of qualifying service. Thus, a 
male non-staff employee starting at the age of 25 or less and remaining in the corporation’s 
service until he is 65 will receive a cash sum of £400. If a non-staff employee who has 
qualified dies while still in the corporation’s service, but before reaching 65 (60 for 
women), the amount that would have been paid at the retiring age will be paid immedi- 
ately to dependants. The scheme also provides for the cash to be exchanged for a pension. 
Employees who do not qualify for any of the benefits will be covered free of cost for a 
death benefit of £100. Employees who are now over 60 (women 55) and can therefore 
never qualify for the cash benefit will be covered by a life benefit of £100 and will at 
the time of their retirement be considered for benefits. The assurance for the new 
scheme is being shared by three offices, the Northern Assurance Company, the Legal 
and General Assurance Society and the Crusader Insurance Company. 


NINE MONTHS losscs in tlic Unitcd Kingdom and Eire for the first nine 

FIRE months of the current year are estimated by The Times at £19,195,000, 

LOSSES against £18,407,000 at the same date in 1953, and a corresponding 

figure of £18,286,000 in 1952. 

In the United States of America, fire losscs for the f rst nine months of the year are 
estimated by the National Board of Fire Underzvriters at S664,772,000, against 
§683,345,000 for the corresponding period of 1953. 

Fire losses in Canada are estimated by The Chronicle of Montreal at §58,000,000 
for the nine months ending September 30. The corresponding figure for 1953 was 

§49,000,000. 

In his presidential address to the Institute of Actuaries, Mr. J. F. 

ACTUARIAL Bunford, M.A.F.I.A., manager and actuary of the National Provident 
Institution, said that in the middle of 1920’s the great bulk of entrants 
to the actuarial profession came directly from school, but since the second world war 
some 40 per cent, to 50 per cent, of entrants had been graduates with honours degrees 
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in mathematics or statistics. This apparent change, he said, could well be illusory — 
probably the recruits to the profession were the same cross-section of young men as 
before, but emerging from a different educational pattern, with the opportunities for 
higher education more widely spread. Mr. Bunford praised most of the educational 
changes, but was critical of the early emphasis on specialisation. Competition was such, 
he said, that for a boy who hoped to go to a university the choice between arts and 
science began about the age of 15 or 16 and it was cxtrci lely difiicult, having chosen one,< 
to abandon it for the other. This, he said, militates against the broadly based education 
which actuaries, among other professions, recognise to be desirable. 

The actuary is becoming, if he has not already become, much more than “ the 
expert authority on rates of mortality and other details of life, fire, or accidence insurance,” 
which a few years ago was the dictionary definition of his particular function. Mr. 
Bunford is anxious that he may be properly qualified to take the great opportunities which 
lie ill different fields of industry, and it was with that aim in view that he stressed the need 
for the actuary, starting from a mathematical foundation, to obtain the maximum possible 
practical business training and experience. 


The latest publication by W. S. Oawford, Ltd., advertising agents, 
BRITISH of 233, High Holborn, London, W.f^.l, in the series of surveys of the 
INSURANCE population and its activities, is entitled “ A Study of the British 
Insurance Industry.” This is No. 5 of the series and is rather more 
specialised than the previous ones. Intended for firms and people 
outside the insurance industry, it nevertheless makes interesting reading for insurance 
officials, while much of the statistical information should make an appeal to bank men. 
Idfc assurance (ordinary and industrial) and general insurance business (fire, accident, 
etc.), with various forms of cover are surveyed, and the growth of the British insurance 
industry illustrated by means of tabulated figures and graphs. 


INSURANCE 

OF 

GLASSHOUSES 


A SPECIAL policy for the insurance of glasshouses has been designed 
by the United Standard Insurance Company. It refers to the United 
Kingdom only and covers destruction or damage by fire, lightning, 
aircraft (or articles dropped therefrom), storm or tempest (including hail, snow and 
wind, but excluding flood, subsidence or landslips). The policy also covers loss of crops, 
loss of use and other consequential loss up to a fixed amount. Premiums are calculated 
pn the full value of the glasshouse (including any heating apparatus), the normal rates 
being 5s. per cent, for damage to the structure of the glasshouse, and 2s. 6d. per cent, in 
respect of crops, etc. The insured is not reauired to bear the first part of any claim, 
|ut the noliev is made subject to average. A no-claim bonus is incorporated. This 
is accumulative and has the effect of reducing the renewal premium by 10 per cent, after 
[ one year free of claim ; 15 per cent, after two years ; and 20 per cent, after three or more 
lyears. 


Insurance Appointment 

Provident Mutual Life Assurance Association. — Mr. G. J. R. L. d’Erlanger has been 
I'ippointed deputy chairman. 
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